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If |you| can qualify, this is probably 
J 
the life insurance buy in America today... 


John Hancock’s 


Preferred Risk Policy 


available now at a 


new lowcost! 


It’s a typical example of how John Hancock’s new program for 
streamlining and simplifying life insurance is resulting in 


remarkable economies for American families. 


Your John Hancock agent can show 4 Yy 
you a comparison... the lower cost available fe fancock 


to you by taking advantage of this policy’s > 
pecial rates, Millions of American men and women LIFE INSURANCE CONPANS 
who are in better than average health and who ren er eee 

have steady jobs can qualify. You are probably one 

DEDICATED TO THE INDEPENDENCE ANID 


FREEDOM OF EVERY AMERICAN FAMILY 


of them. Find out now. It is also possible to buy 
thi policy through John Hancock in a lower mini 
mum amount—$7500—than many companies offer 

you don’t have to be wealthy to take advantage 


of its low rates. Now you can probably afford the 


amount of life insurance protection — and the aah ogy 
brighter retirement future — that you've alway This John Hancock 
message appears in 





wanted, Look into John Hancock’s new low insur 


ance costs nou 








YOU can be in this picture 
and TAKE A Bow / 
IN YOUR COMMUNITY! Ay) 


Public recognition of the modern In- 








The only man in town, 

surance Agent is growing. ; 
you wouldnt dare 

Ads like this one . . . the 3rd in the \\ do business wiTHouT! 

NHG series . . . are helping. They are 


reaching 6,669,500 fine American 
homes. 


The new name coined by NHG... 
“Protection Agent”. . . is making home- 
owners and business men aware of your 


important functions. 


Are you stepping into the picture in 
your community? Are you telling your 
local public, “I am your NHG Protee- 
tion Agent in this town!” 


, He is your 
Your NHG Field Man can help you PROTECTION 


do this. He has the know-how, he has AGENT 


the materials. Call him in and ask him 





how you can benefit directly from the 


“Protection Agent” campaign. 


Tell everyone in your town who reads hepeuet 
POST, TIME or BUSINESS WEEK that seanage >, Bem mirth tarcncetner 3s ~4 sad conf eh 
you are the “Protection Agent” pie- nie neat -rdercneen bee i ee ioe 
tured in this campaign. ges charms wo prs &j 

‘o. 
j man sill protects you NATIONAL OF HARTFORD GROUP 
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EVERYTHING YOU NEED 


to serve your customers better 


Many agents are building volume by supplying—in “one stop” service— 


everything the customer needs in insurance. 


lhe North America Companies are in step with this trend. More than 
any other group, they are supplying, from a “‘single source,” the facilities 


producers need to give their customers complete servic 


North America’s single-source service saves Agents time, trouble and 


the nuisance of “shopping around.” 


Nowhere else can producers obtain the length, depth and breadth of 
service North America consistently offers. You have under one roof 
PLEXIBILITY OF COVERAGE to meet every requirement... au 
thentic TECHNICAL ADVICE unexcelled LOSS PREVENTION 
facilities to stop losses before they start efficient CLAIM AND 
LOSS SERVICE. 


‘he North America Companies are keeping abreast of changing condi 
tions in insurance. It pays to have North America “in your corner.” 


4) NORTH AMERICA COMPANIES 


Insurance Company of North America 
Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 


PROTECT WHAT YOU HAVE Philadelphia 1, Pa. 
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and h istory ws made 


by Continental American 


During 1954, Continental American established 
an unprecedented record of achievement: 
@ average sale $11,023 
@ average policy in force 12/31/54 6,500 
@ 95% of all new insurance policies 5,000 
or over 
This outstanding record is the direct result of Continental 
American’s unique, forward-looking program of 
exercising the utmost care in the selection of new field 
representatives and of consistently training its entire field 


force in modern selling techniques. 





CONTINENTAL AMERICAN 


Life insurance Company 
Wilmington Delaware 
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You Can Bring Your Files 


LIFE... 








By bringing Life to your general insurance 


clients. And the man to call on for skilled, 








prof ssional service is your Travelers Life 





brokerage man who is a specialist. He's 
interested in helping you build Life insurance 


volume, and is on call at all times 





whe m you need him, 





Of course, you get full commissions! Your 
ravelers Life brokerage man is ready to serve you 
without charge. You'll find rich opportunities 

in Business Life and the personal lines among 


your present clientele. Why not get in touch with 





your Travelers Life brokerage man now? He’s 


as close to you as your telephone. 


Or... fill out the coupon and send it to us. 








THe Traverers, Life Agency Department, Hartford 15, Connecticut 


I am interested in writing Life Insurance with The Travelers. Please have your nearest 


brokerage manager get in touch with me. 
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New /ctna 


makes an instant hit with 


agents and policyholders 


3K A.1.D. (Accidental Injury or Death Coverage) is a pioneer 
development of the A2tna Casualty and Surety Company, and 
an important plus value for /Xtna automobile liability insurance 
policyholders. 


It provides fixed benefits for death or specified injuries sus- 
tained in practically any kind of automobile accident by the 
insured or eligible members of his family. And the cost is 
extremely low. For coverage with $10,000 maximum benefits, 
the annual premium is only $6.00 for the first insured and $4.00 
for others. For $5,000 maximum benefits, the premiums are 
half as much. 


With its low cost and broad protection, A.L.D. is an exceptional 
insurance value, and its success has been immediate wherever 
it has been introduced. 


Currently A.L.D. is available in more than 30 states. It will 
be released elsewhere as clearance is obtained. For full informa- 
tion on this attractive new /Mtna coverage, contact our nearest 
office or write direct... 





AGENCY BUILDING 
= = 


7 AND CABUALTY 


1S OUR BUSINESS 
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SALES AIDS 


FOR A.I.D. 


To help Atna agents take full advantage 
of ALD. and be the first to offer this 
valuable new coverage to their policy 
holders, we have prepored a variety of 
hard-hitting sales aids including the coler 
ful reply-cord felder shown at left and 


the newspeper advertisements below 


Mor Ais batametie med 


1s ALO 


~~ 
—_ 





Aina Life Insurance Company 
Alina Casualty and Surety Company 


HMartlord 1% 


FETNA CASUALTY AND Su RETY Com PANY 
The Aime Life Affiliated Companies write practically every form of insurance and bonding protection 


Insurance Company 


om pany 








EARN EXTRA 


STOP. PAY TOLL 
film alm a —— le | le 


i 


write truck and bus It’s simple, it’s sensible, and it means EXTRA DOLLARS for 


insurance the easy Y°" with very little extra work. 

‘one call’ Markel way! All you do is establish the original contact—Then Markel 
underwriting specialists take over the follow-up, relieving you 
of details and leaving you free to line up more business. 
You find—Markel finishes! And, because Markel-insured truck 
and bus companies renew consistently, you sit back and reap 
the extra dollars year after year after year. 

The facts are simple—mail the coupon and get your FREE 
““How to do it” kit! 


MARMELOERVICE, WNC, -----------------------~ 


MarKEL Service, Inc. 
Look for this Symbol of Safety i Richmond, Va., Dept. SP-7 


on America’s Trucks and Busses Gentlemen: Yes, I am interested in selling this kind of 
coverage. Without obligation, send me at once all the 


HOME OFFICE: Richmond, Va. details on Markel Service and the 10-Point Plan to Profits. 


“Eliminates The Cause To Ellininate The Accident” i NAME 
Exclusive Underwriters for the 1 

AMERICAN FIDELITY & CASUALTY COMPANY, INC. | 
! 
: 


The targest stock company in the world 
specializing in motor carriage coverages. 


ADDRESS 


CITY 
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HE SPECTATOR congratulates our fellow 

Chilton publication, IRON AGE, upon the 
completion of 100 years of service to the metal 
working industry. During this century of ser- 
vice, IRON AGE has often been the spokesman 
for and the leader of many progressive changes 
that have come to the metal working fields 

We know that during the coming century, 
they will continue to maintain their position 
as a leader in the business paper field and as 
the spokesman for the metal working industry. 

To Mr. Hook, publisher, Mr. Campbell, editor, 
and the staff of IRON AGE, our sincere con- 
gratulations. 

We feel this 100 years of service by a bus 
ness paper is of interest to the insurance in- 
dustry since it clearly indicates the position 
and respect enjoyed by the business press in 
other fields. 

These business papers are read and adver- 
tising is purchased on the basis of editorial 
coverage and advertising effectiveness. The 
“throw them a bone” support philosophy, so 
prevalent in the placing of insurance advertis- 
ing, is not found in other industries. They 
recognize the value of and the results achieved 
through business papers. 

For those who belittle the business press and 
its effectiveness it is important to point out 
that in 1954: “Oil and Gas Journal” carried 
7,535 pages of advertising; IRON AGE, 6,970 
pages; “American Machinist,” 6,328 pages. 
compared to big name consumer books like 
“Life” which carried 4,197 pages and “The New 
Yorker” carrying 4,186 advertising pages. Of 
the ten leaders in number of ad pages, the first 
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UBLISHER'S 
COMMENTS 


A Century of Business Paper Progress 


eight are business papers. This leadership is 
not built on support 

It is my personal opinion that THE SPECTATOR 
and several others of the insurance trade press 
fraternity have been handicapped too long by 
the support bugaboo. The insurance industry 
should realize that the business press is not a 
side-street business existing as a parasite. The 
insurance press is a segment of the business 
n 


i 
37: 


, 
~ 


paper industry, which last year received 
total advertising revenue approximately 
million dollars. 

We of THE SPECTATOR believe that we are 
performing the functions which make a top 
flight business paper. Through our editorial 
content, we guide and inform men of the in- 
surance industry on insurance trends and de 
velopments, we crusade always for higher 
standards of performance and conduct within 
the industry, and as an advertising medium we 
are a carrier of selling and educational mes 
sages to the insurance business 

Now is the time for you executives of the 
“support the trade press school” to reappraise 
the whole situation. First, recognize the true 
value of business papers, then specifically, the 
insurance papers. Reappraise the reader au 
dience of the insurance trade pre They are 
the men and women responsible for the con 
stant growth and expansion of our industry. 

Competition is keen, not only within the in 
surance industry, but with other industries for 
a portion of the consumer dollar. In other fields 
the business press is a very effective part of 
the over-all sales and public relations program 


© it can be in insurance 


THOMAS J. CASPER 
Publisher 





for your information 


selected news items from industry and business of importance for 


By RAY M. STROUPE, Washington Bureau 








STEELMAKERS MAY SET A NEW PRODUCTION RECORD of more than 114 million 
tons this year. Despite the high output rate of the January- 
June period, order backlogs rose rapidly. Demand is to remain 
ahead of production, which will be impeded somewhat by plant 
maintenance needs and vacation schedules. 








FEDERAL INSURANCE OF HOME IMPROVEMENT PROJECTS has been used by 18 
million homeowners since 1934. Improvements covered total 
more than $8 billion. Over 1.5 million homeowners borrowed 
$891 million from the government last year to cover the costs 
of various fix-up projects. 








SUGGESTIONS REGARDING HEALTH AND SAFETY FEATURES of rules governing 
civilian use of nuclear materials are sought by the Atomic 
Energy Commission. A meeting on these features between AEC 
officials and representatives of the state governors was 
tentatively scheduled for late June. 











LEGISLATION OFFERED IN THE SENATE WOULD PROTECT THE LIFE insurance 
companies’ practice of making prompt payments to policy owners 
without waiting for investigation of possible bankruptcy 
claims. The measure would prevent the danger of additional 
payments to trustees of bankrupt policyholders. 








PRIVATE INVESTMENT IN ATOMIC POWER PLANTS may total more than $7.5 bil- 
lion in the next 10 years. Investors will expect a large 
portion of these outlays to produce no net returns until after 
1962, when it is estimated that nuclear power will become 
competitive with conventional power. 














GOVERNMENT OFFICIALS ARE GOING ALONG with predictions that coal require- 
ments of this country by 1975 will amount to 815 million tons, 
double the amount produced last year. The total need would 
include 300 million tons for power and 150 million tons for 
coke to be used by the steel industry. 











CHASE M. SMITH, GENERAL COUNSEL OF THE LUMBERMENS MUTUAL CASUALTY CO., 
is appointed chairman of the insurance committee, U. S. 
Chamber of Commerce. Another insurance firm executive, 
James L. Madden, vice president of Metropolitan Life Insurance 
Co., is renamed chairman of the taxation committee. 











TIME LOST FROM PRODUCTIVE WORK MOUNTED IN APRIL. Some 500 strikes, 325 
of them new, idled about 310,000 workers for a total of 2.6 
million man-days. Records for March show 450 stoppages, 
220,000 workers affected, and 1.6 million man-days of 
idleness. 
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ALC-LIAA Urge Review 
On A&H Tax Reports 


Life insurance spokesmen are to 
be given an opportunity to urge 
that the Internal Revenue Service 
amend its proposed regulations for 
reporting and withholding of tax 
on employe accident and _ health 
proceeds. 

In a joint action, the American 
Life Convention and the Life In- 
surance Assn. of America recently 
asked IRS to examine again its 
planned requirement that employ- 
ers make year-end reports of all 
accident and health payments, no 
matter if the payments are tax- 
exempt. 

The insurance groups, which will 
be granted a hearing before the 
agency, pointed out that no true 
auditing benefits accrue to the 
Treasury from the reporting of 
tax-exempt amounts. 

Also presented by the groups to 
IRS were suggestions that: 

1. References to “temporary” 
absence from work should be 
dropped from the regulations. 

2. The agency omit requirements 
that retroactive withholding ad- 
justments be made after the em- 
ploye establishes his rights to the 
exclusion from tax for wage con- 
tinuation benefits. 

3. Language permitting flexibil- 
ity in insurance company reporting 
to employers be added. 


Sales by Manufacturers 
Show a Higher April 


Sales by manufacturers in the 
highly productive month of April 
were valued at $26.4 billion, sur- 
passing those in the corresponding 
month last year by 10 pet. 

Though the U.S. Commerce Dept. 
calls attention to a $1.2 billion de- 
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[FE insurance forecasts deal 
= with astronomical! figures. 
By 1965 the 
Census estimates that the popu- 
lation will about 190 
million. At that time the total 
insurance in 


Bureau of the 
number 


amount of life 
force is expected to exceed half 
a trillion dollars. 

Insurance companies will pro 
vide an important part of the 
capital that will be required to 
house, feed, clothe and service 
this expansion and the techno- 
logical revaluation which is ac- 
companying the advent of atom- 
ic energy and the science of 
Large 
capital already have been fur- 


electronics. amounts of 


nished electronic industries and 
a start has been made in financ- 





by PAUL WOOTON 
Member, Chilton Editorial Board 


WASHINGTON TRENDS 


ing atomic energy plants. 
Treasury objections to the 


Mills - Curtis Life 
Company income tax bill have 


Insurance 


raised enough doubt to prevent 
Senate action at this 
The bill will not die at the end 
of this session. It will simply go 
over into the second session of 
the 84th Congress. The present 


session 


temporary tax will be continued 

Accident and health insurance 
touches so many people that 
even a conservative administra- 
tion will not neglect an area of 
public welfare that is so full of 
political significance. There will 
be insistence, however, on broad- 
er coverage and increased bene- 


of federal 
regulation seems inevitable. 


fits. Some degree 





cline in April from the March sales 
level, officials view the drop as less 
Steel 


remained 


than normal for the season. 
selling 
very strong, and there were some 


and automotive 


gains in sales of most nondurable 
goods lines. 

At the end of April, manufac- 
turers’ inventories had a value of 


$43.3 billion, some $200 million less 
than at the end of March. The 
change, says the Commerce Dept., 
was about as expected for the sea 
son 

Industrial activity was still on 
the upgrade as the spring months 
ended. Heavier investment demand, 
indicated in part by more orders 
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for your information 


for producers’ durable goods and 
by continued construction gains, 
was supplementing consumer de- 


mand. 


Proposal Would Bring 
Military into Social Security 


Men and women in the military 
services will be brought into the 
federal Social Security program on 





HOW WE SPEND 
OUR MONEY 


( PERSONAL CONSUMPTION EXPENDITURES 
im THE U. 5. 1m 1954) 


OUT OF 


EVERY 2¢ 1S SPENT FOR 
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a contributory basis if a special 
House committee plan becomes law. 

There will be little opportunity 
during the remainder of this ses- 
sion of Congress for enactment of 
the plan, which is intended to pro- 
duce an eventual reduction in the 
net cost of military survivor bene- 
fits. Proponents hope to obtain 
final action on the proposal in 
1956, 

None of the 600,000 military de- 
pendents now eligible for survivor 
benefits would lose compensation if 
the new plan were put into effect. 
Persons becoming eligible for bene- 
fits after the law was changed 
might draw higher or lower pay 
ments, which would be partially 
tied to pay of deceased person. 

The committee proposal would do 
away with the present free insur- 
ance coverage for each man and 
woman in service. It also would 
rule out a current provision where- 
by some reservists’ survivors get 


12 


under the Federal Em- 
ployes Compensation Act. 


benefits 


Average FHA 1954 Mortgage 
Is $8,842 for 23 Years 


222,665 home 
year, 
Administration 
more than 35 pet 
made by mortgage firms. 
Commercial banks made 34.5 pet. 

A typical borrower financing a 
home purchase with an FHA-in- 
sured mortgage was one who 
bought a 5'%-room house with 3 
bedrooms, according to the agency. 
If the house was newly built, it had 
a floor area of 961 sq ft, compared 
with an average of 1,035 sq ft in 
an older structure. 

The typical person who bought a 
new home took over property val- 
ued by FHA at $10,678, including 
more than $1,400 for the land. He 
received a mortgage loan amount- 
ing to $8,862, which he contracted 
to repay within about 23 years. 

Covered by the monthly install- 
ment of $68.62 were real estate 
taxes and hazard and mortgage 
insurance premiums, plus debt 


Reviewing the 
mortgages it insured last 
Federal Housing 
discloses that 
were 


service, 

FHA value of the typical exist- 
ing home was $11,549, including 
$1,607 for the lot. The mortgage 
amounted to $9,030, to be repaid 
over a 20-year period at $74.34 per 
month. 


Bill Amends Coverage 
For Post Office Bonds 


Language of a congressional bill 
to improve the bonding system for 
Post Office Dept. employes has been 
changed in an important respect at 
the suggestion of the Assn. of Cas- 
ualty and Surety Cos. 

Intent of the measure, which 
was passed by the House late in 
May, is to replace individual bonds 
now covering the employes with 
some 80,000 blankets and position 
schedule bonds. 

Before the bill reached the House 
floor, the suggested amendment 
was made in the language to elimi- 


nate star route carriers and other 
contract operators from coverage. 
Sureties for these persons, the as- 
sociation emphasized, are perform- 
ance bonds, rather than straight 
idemnity bonds, and should con- 
tinue to be written individually. 

The Senate Post Office commit- 
tee, to which the bill was sent, was 
being urged last month to approve 
the measure without delaying for 
hearings. Passage before the end 
of the current session of Congress 
was considered very likely. 


Administration Opposes Bill 
To Reopen Vet Life Policies 


Restoration to veterans of World 
Wars I and II of the privilege of 
applying for government life in- 
surance is opposed by the Eisen- 
hower Administration. 

In recent hearings on a bill to 
permit veterans to obtain govern- 
ment life policies, a House sub- 
committee was told that the power- 
ful Budget Bureau has said enact- 
ment of the measure would not be 
in keeping with the White House 
legislative program. 

In 1951, Congress passed a law 


providing that veterans who did 





EXPENDITURES BY U.S. BUSINESS FOR 
NEW PLANT & 
EQUIPMENT 
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not hold the government 
would not be eligible to get such 


policies 


coverage. The current bill would 
repeal that law. 

Veterans 
suggested to Congress that com- 


Administration has 


mercial insurance is readily avail- 
able to former servicemen and that 
no good reason is seen for exten- 
sion of government insurance ac- 
tivities. 
Military service attitude favors 
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opening up of the right to apply 
for government coverage for at 
least one more year, as concerns 


World War II veterans. 


Debt Up in 1954; 
Reaches $606 Billion 


Long-term borrowing by home 
buyers, corporations, and state and 
local governments contributed 
heavily to the 3.5 pct rise in net 
private and public debt in 1954. 

Government statisticians place 
total net debt at the end of the 
year at $606 billion. More than 
56 pet of this total consisted of 
home mortgages, corporate liabili- 
ties, and other private obligations. 
Publicly-owned federal debt ac- 
counted for about 38 pet, and state 
and local governments owed the 
remainder. 

Residential and other nonfarm, 
noncorporate mortgages outstand- 
ing rose by $11 billion last year to 
almost $95 billion. This climb was 
sharper than those in 1952 and 
1953. 

Financial debt, including secur- 
ity and life insurance policy loans, 
totaled nearly $10.5 billion last 
Dec. 31, compared with $8 billion 
a year earlier. 


Cash Dividends 
Blossomed in April 


Corporate cash _ dividends in 
April were up one-eighth from the 
corresponding month last year, 
amounting to $662 million. 

Most industry groups shared in 
the gain, as payments rose to near- 
ly $3 billion during the January- 
April period. This total was 7 pet 
higher than that in the same 
months of 1954. 

In the four-month period this 
year, transportation equipment 
producers reported cash dividends 
of $47.6 million, compared with 
$40.3 million last year. The finance 
group raised its payments from 
$390 million to $440 million this 
spring. 

Communications industry divi- 
dends were nearly one-seventh 
above those in the first four months 
of 1954, an advance in profits. 

For all manufacturing cate- 
gories, total payments through 
April were more than 5 pct higher 
than those last year. 
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Five Million New 
Jobs Since 1949 


Industry and trade enterprises, 
with ready offers of good wages 
and fringe have made 
major contributions to the crea- 
tion of five million new jobs since 
1949, 

Statisticians at the U.S. Labor 
Dept., adding up the number of 
nonfarm jobs as of 1954, get a 
total of 48.3 million. Nearly two 
million of the new jobs were ac- 
counted for by manufacturing con- 
cerns, 


benefits, 


Appreciable increases in factory 
workers’ earnings accom- 
panied the sharp rise in manufac- 
turing jobs, jetween 1949 and 
1954, average weekly pay rose by 


$17 to $72. 


have 


Federal Aid to Business 
Set at $1 Billion 


Business aids proposed by the 
government for the fiscal year be- 
ginning July 1 total more than $1 
billion, the Tax Foundation calcu- 
lates. 

Included in the full amount, says 
the private research organization, 
will be $353 million for water navi- 
gation aids and facilities, $195 
million for ship subsidies and 
other maritime outlays, $144 mil- 
lion for air navigation, and $146 
million to aid in expansion of de- 
fense production facilities. 

In a different category are fed- 
eral aids to labor, seen as amount- 
ing to $464 million. More than 
half this sum will go to the states 
for handling of unemployment 
compensation, Another $87 mil- 
lion is the payment to the unem- 
ployment trust fund of the excess 
of unemployment tax receipts over 
administrative costs. 


Chemical Industry Plans 
$1 Billion for New Facilities 


Chemical and allied products 
companies are going to spend $1.1 


14 


billion, or $1,894 per production 
worker, this year for new plant 
and equipment. 

The sum to be spent per worker, 
according to the U. 8S. Commerce 
Dept., exceeds by more than $1,000 
the average amount for all manu- 
facturing fields. It is lower, 
though, than the 1953 expenditure 
per worker, a peak investment of 
$2,333. 

Serious requirements for prod- 
ucts during the Korean emergency 
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were primarily responsible for the 
heavy outlay in 1953. 

An important factor in the cur- 
rent high level of chemical industry 
outlays is the growing trend to- 
ward automation, which is well 
suited to the continuous nature of 
much chemical processing and 
manufacture, Development of new 
productive 
sitates extensive investment. 


processes also neces- 


Private Loans on Federal 
Farm Program Near $50 Million 


Preliminary estimates place 
loans made from private funds for 
the insured farm loan program 
near the $50-million mark for fiscal 
1955. 

From July 1, 1954, through late 
May, 1955, loans made from these 
funds totaled $40.6 million, and an 
additional $6.7 million worth of 
insured loans were being processed 


by the U. 8. Agriculture Dept. 

Over-all commitments from pri- 
vate lenders for the program 
amount to more than $76 million. 
More than 260 insurance com- 
banks, retirement funds, 
and other enterprises and organiza- 
tions have invested in the farm 
loan operation. 

Lenders who wish to _ invest 
inform the Farmers Home Ad- 
ministration of the amount they 
will lend. The agency notifies a 
participating lender when it has 
a loan application approved and 
ready for closing. 

Next, the lender sends a check 
for the amount of the loan, and the 
agency takes over servicing activ- 
ities, including collection of the 
loan payments. 

Insured loans have an interest 
rate of 4.5 pct, which is divided 
to give 3.5 pet to the lender and 
1 pet to the government as an in- 
surance charge. 


panies, 


Public Works Need $20 Billion 
A Year for Next Decade 


Requirements for  nonfederal 
public works to be financed by both 
private and public funds amount 
to $20 billion a year for years 
1955-1964, U. S. Commerce Dept. 
estimates. 

Expenditures would have to be 
boosted greatly to meet the govern- 
ment forecast. An annual outlay 
of $20 billion is more than twice 
the $8.6 billion spent for such pro- 
jects in 1954. It would include very 
substantial private investment in 
the construction of schools, hospi- 
tals, and 
facilities. 

Biggest single item in the esti- 
mate of state and loca! needs is 
$92 billion worth of highways. 
Other requirements are for edu- 
cational buildings, $41.5 billion; 
hospital and institutional] facilities, 
22 billion; water and sewerage 
works, $25.3 billion; and miscel- 
laneous works, over $20 billion. 


water and sewerage 


In 1954, investment in new con- 
struction of similar types was 
divided as follows: Highways, $3.5 
billion; educational buildings, $2.6 
billion; hospital and institutional 
facilities, $650 million; water and 
sewerage works, $1 billion; and 
other nonfederal works, $880 mil- 
lion. 
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Rights and Regulations 


HE Republic was born amid acrimonious dis- 

cussions over the question of State Rights. 
Though compromised in the Constitution, this 
conflict over the idea of democracy did not then 
end. The debate grew in intensity for 75 years to 
flame into that most deadly of internecine strife, 
the War Between the States. 

For another three-quarters of a century the 
issue lay dormant. During the efforts in the 
1930’s to rebuild the nation’s shattered social, 
financial and economic integrity, advocates of 
an all-powerful centralized government gained 
strength and the states lost some of their pre 
rogatives. 

Control of every activity of both the individual 
and industry came within the design of the 
Washington Bureaucracy. Even the business of 
insurance, long and ably supervised under state 
laws by state administrators, did not escape this 
attempted program of centralization. 

Though benefited by a full scale investigation 
and a Supreme Court decision which revised the 
long-established and universally accepted ruling 
that insurance was not commerce, would-be advo 
cates of Federal supervision were thwarted by 
the millions of policyholders who found in insur- 
ance the one institution which had heen so admin- 
istered that death and fire and the multiple 
vicissitudes of living and owning had not pre- 
vailed to their financial discomfort. 

The United States Congress, after a searching 
investigation and contact with its constituents, 
decreed that state supervision working in the 
best interests of America’s citizens should con- 
tinue free from interference by the many bureaus 
which sought power so to do therefor. This deci 


sion and the cnactment of an enabling law did 
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not prevent continued attempts by opportunistic 
bureaucracy to usurp the state’s right to regulate 
insurance. 

Last month’s deliberations of the National 
Association of State Insurance Commissioners 
were preoccupied unnecessarily with discussions 
and resistance to the attempts of the I.C.C. and 
the F.T.C. to inject their authority into insurance 
matters which are rightly within the province of 
the state’s jurisdiction. 

Under the leadership of President Knowlton, 
the F.T.C. was recognized only as to its rights as 
arbiter of fair trade practices and not as super 
visor of insurance. At the same time prompt 
action under the direction of Commissioner 
William A. Sullivan as Chairman of Zone 6, 
forced the withdrawal of the LC.C. from a pre- 
sumption of powers to determine the solvency and 
reliability of those insurance companies which 
protected common carriers. 

Insurance under state direction has assumed a 
place of infinite importance to the people and to 
the enterprise of the United States. To keep it so, 
as a strong bulwark against national socialization, 
insurance men—agents as well ag executives 
must support the determination of state insur- 
ance officials to make their supervision effective. 

As the second century of the Republic draws 
near a close, insurance assumes a starring role in 
the ever vital argument as to the area wherein 
the jurisdiction of the several states within the 
Union remain supreme. The concept of Federal 
Government as devised by our Founding Fathers 
must be preserved if the states united are to go 
forward each encouraging and aiding the prog 
ress and prosperity of their own citizens as they 


J fel Cote 


deem best. 
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NAIC's Actions on FTC and ICC 


“Rights and Regulations” (see page 15) held the atten- 


ryy 


HE story of the 86th Annual 
Meeting of the National Associa- 
tion of Insurance Commissioners 
could be briefly told. At its open- 
ing meeting on May 31 in the 
Hotel Biltmore, Los Angeles, it 
listened to a knowledgeable sum- 
mation of the more pressing prob- 
lems confronting insurance by its 
Donald Knowlton, of 
New Hampshire. On Friday, June 
4, it elected without contest as 
Lawrence Leg- 
gett of Missouri, as well as Robert 
B. Taylor of Oregon as vice presi- 
dent, also unanimously, Joseph A. 
Navarre of Michigan, chairman of 
the Executive Committee, won in 
a contest over Thomas R, Pansing 
of Nebraska. 


president, 


his successor, C. 


Prime Concern 


Of major importance at the 
meeting were: first, a resolution 
instituting a policy of co-existence 
with the F. T. C. as to accident 
and health advertising, and sec- 
ond, one demanding that the 
I, C, C, cease its efforts to seek 
jurisdiction over the financial af- 
fairs of companies insuring mo- 
tor carriers. 

Actually it would be unfair to 
relegate the accomplishments of 
the association to this synopsis. 
It is true that no recommendation 
for a basic change in present regu- 
latory procedure was forthcoming. 
Neither was there a new law or 
code decided upon. Beginning on 
May 30, however, 40 committees 


. 
16 


tion of the state commissioners when they met in Los 


Angeles last month. This report summarizes the Asso- 


ciation's problems, discussions and decisions there. 


By T. J. V. Cullen, editor 


held many sessions, and each met 
at least once. There were deliber- 
ations by the six zones as well as 
three plenary sessions of the con- 
vention. When the final gathering 
was dismissed on June 3, the in- 
dustry was pleased that many per- 
tinent been an- 
swered without new laws being 
advocated. Many annoying possi- 
bilities had been eliminated, and 
no demagogic proposals had been 


questions had 


advanced. 

That the business realizes the 
importance of the NAIC Conven- 
tion is attested by attendance at 
the annual meetings. When the 
roll call of the convention was 
taken, it showed that every one of 
the 48 states was represented, and 
also, Puerto Rico, the Philippine 
Islands, Hawaii, and New Bruns- 
wick, The total registration from 
the industry neared 1600. 

On the positive side, most im- 
portant NAIC actions were the 
adoption of the two resolutions 
which had to do with the curtail- 
ing of the attempts of the F. T. C. 
and the I. C, C, to participate in 
insurance supervision. The reso- 
lution offered by Coramissioner 
Pansing of Nebraska set up a sub- 
committee to “prepare and sub- 
mit to this committee at its regu- 
lar mid-winter meeting in 1955, a 
complete code of rules designed to 
govern the publication of adver- 
tising concerned with A & H and 
hospitalization insurance within 
the United States, describing also 
the procedure by which the same 


was prepared and arrived at, the 
persons who participated therein 
and any other or further recom- 
mendations as to adoption, en- 
forcement or the like.” 

The convention also voted to ap- 
point from each zone one Com- 
missioner and that the industry 
joint committee on health insur- 
ance be asked to appoint one per- 
son from each zone. Jointly they 
would study the statutes regard- 
ing misleading and deceptive ad- 
vertising of each state in their 
zone, recommend to the Commis- 
sioner and executives of industry 
in that state what, if any, addi- 
tional legislation they believe nec- 
essary to preempt the field under 
Public Law 15 and to aid in pro- 
moting enactment of such legis- 
lation, These men would report 
twice each year to the NAIC. 


Other Matters 


The sub-committee on multiple 
line underwriting was continued 
from the December meeting with- 
out other action than the institu- 
tion of a poll to determine whether 
it should be pursued further. The 
problem of tontine policy control 
which had evoked such acrimoni- 
ous discussion at the last Decem- 
ber meeting was not debated. In 
fact, Carl Dunaway of the NALU 
and D. D. Murphy of the National 
Association of Life Companies 
asked that the matter be removed 
from the agenda. The Committee, 

Continued on page 70 
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Cancellation “Problem” 


How often are accident and health policies actually cancelled? What 


regulations prevent companies from abusing the cancellation pro- 
cedure? Mr. Follman replies in this special Specraror article. 


By J. F. Follman, Jr., General Manager, Bureau of Accident and Health Underwriters 


ODAY a great deal is being written and 
said about the so-called cancellation “problem” 
in accident and health insurance. The purpose 
here, therefore, is to examine the subject in its 
many and complex facets, even though of neces- 
sity, briefly. 

The word “cancellation” as used here has be- 
come by common usage a generic term referring 
essentially to the right of the insurance company 
to re-underwrite its business. This right stems 
from one of the two policy provisions: one which 
states that the company may cancel the policy 
upon five days’ notice and return of the unearned 
portion of the premium; and the other which 
states that at its option, the insurance company 
may refuse to renew the policy at the policy anni 
versary. In either instance it is the right clearly 
reserved by the company in its policy contract to 
re-underwrite, and to discontinue if necessary, 
the insurance. Upon this right are based the 
coverage contained in the policy, the amounts of 
benefits, the premium rate, and the original 
underwriting attitude of the company in accept- 
ing the risk. 

It should be recognized, in any discussion of 
this subject, that there is nothing unusual or new 
about the principle of “cancellation” or re- 


underwriting by the insurance company. Discon- 
tinuance of the insurance by the insurance com 
pany is a right reserved by the company in over 
ninety per cent! of accident and health insurance 
policy contracts issued on an individual or family 
basis. This has been true since the inception of 
accident and health insurance in the United 
States over one hundred years ago 

This right, furthermore, is reserved in nearly 
all instances of accident and health insurance 
written on a group, blanket, or franchise basis 
as respects the entire group or any class thereof 
It is also reserved by the Blue Cross and Blue 
Shield plans. The majority of other insurance 
coverages with which the general public is famil 
iar also reserve a similar right, including policies 
of fire insurance and automobile insurance. There 
fore the right of the company to discontinue a 
policy of insurance is not new to the public nor is 
it unique as respects accident and health insur 
ance,” 

It might well be asked why companies, in this 


1In 1952, 91.6% In that same year the percentage of 
claims paid on policies where this right was reserved (a 
compared with those where it was not) was 97.33% 

*In 1954, the American public paid to insurance con 
panies $2,546,716,754 in premiums for protection again 
the financial losses resulting from ac« dent and sickness 
This was a growth of 10.9% over 1953 and 348% over 19456 
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vast majority of instances, reserve this right to 
re-underwrite individual policies of accident and 
health insurance and why all surrounding fac- 
tors, including the insurance coverage and the 
premium rate, must be contingent upon this 
right. 

The insurance company functions as a cus- 
todian of a fund which is composed of the pre- 
miums paid by the individuals insured. In the 
case of policies wherein the company reserves 
the right to discontinue the insurance, the pre- 
mium charged is predicated upon this right and 
is appreciably lower. By reserving the right to 
cancel, the company also is then willing to accept 
certain risks which it would not be willing to 
accept otherwise. This is applicable not only to 
physical impairments but also to risks involving 
hazards of occupation, irregular employment, 
fluctuating earnings, possible foreign travel, and 
other factors 


Factors Require Review 


Thus, the premium rate for a given benefit is 
based on a presumed standard or norm reflecting 
the physical condition, age, sex, occupation, and 
moral hazard of the individual insured. These 
factors are subject to variation with the passage 
of time. This in turn requires a periodic review 
of certain of these factors in the light of addi- 
tional or more recent information. 

If a risk has become substantially greater than 
average, the company has the right to retire from 
it or to modify the benefits or adjust the premium 
rate. Conversely, if the risk becomes less, the 
company will make such change as is necessary 
to give the policyholders the benefit of it. The 
objective is to maintain stable underwriting 
standards over all of the company’s business. To 
do otherwise could result in either placing the 
financial security of the company and all its in- 
sureds in jeopardy or in an increase in premium 
rates to all policyholders of the company. 

The right of re-underwriting might therefore 
be looked upon as an element of cost control since 


any variation from the presumed standards in- 
herently established in the company’s under- 
writing rules can be effectively measured and 
corrective action may be taken where it is deemed 
necessary. This, in turn, redounds to the benefit 
of the policyholder in the form of lower premium 
cost. 

One thing to remember is that accident and 
health insurance has none of the statistical cer- 
tainty of life insurance and the amount of loss 
could increase indefinitely without some controls. 
It is the only major line of insurance in which 
both the incidence and the severity of loss are so 
largely in the hands of the insured. A demon- 
stration of one phase of the consequence of this 
was evident in 1931 and 1932 when—with re- 
spect to the same coverages, the same policy- 
holders, and the same rates—loss ratios suddenly 
increased 12 per cent to 14 per cent in that two 
year period alone. Recent evidence has mani- 
fested itself similarly in areas where temporary 
unemployment has occurred. Immediately acci- 
dent and health insurance claims have risen 
sharply. It is clear, therefore, that from the 
standpoint of decreased earnings and unemploy- 
ment alone there is close relationship between 
these events and accident and health claims. 

Thus the mere attitude of a claimant can affect 
loss experience. Hence, if insurance companies 
are to provide this form of protection on a broad 
basis to the public, if they are to experiment with 
new and improved coverages, it is necessary that 
precautions be taken which, in essence, serve to 
protect the solvency of those companies. One of 
these basic precautions is the practice of issuing 
policies on a year to year basis, of reviewing risks 
at the end of each year and determining on what 
basis, if any, insurance will be continued for the 
coming year. This concept is basic to the large 
body of accident and health insurance. 

Applying this broad principle, what are the 
principal reasons for cancellation? A listing of 
the more common reasons for “cancellation” 
of an accident and health policy should serve 
some purpose: 

1. Current information that the policyholder 
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has made false or incorrect statements of con 
sequence at the time of making application for 
the insurance. 

2. Current information that a moral hazard 
of consequence has developed which was not 
evident at the inception of the policy. 

3. Current information that due to purchase 
of other insurance or changes in the economic 
circumstances of the policyholder, the policy 
holder is over-insured. 

4. Reasonable cause to believe that a claim 
was based upon false facts or was grossly ex 
aggerated. 

5. Claim frequency to such a degree that the 
company may properly believe an extraordinary 
and uninsurable moral, mental or physical haz 
ard is present. 

6. Observation of marked change in the phys 
ical conditions of the insured. 

7. Change of residence of the insured to a 
foreign country where the company has no facil 
ities for providing service 

8. Expiration of any age limits for insur 
ability. 

9. Change of occupation of the insured to one 
so hazardous as to be uninsurable. 

10. Full payment of benefits under the terms 
of the policy 

11. Expiration of any specifically stated pe 
riod for which the policy was issued (as in pol- 


icies designed for special purposes such as the 


school year, duration of a camping trip, duration 


of a traveling trip, etc.) 

12. In the casualty field, where under con 
tracts between companies and their agents the 
business under the policies which the agent 
writes belongs to the agent, such policies may 
be discontinued when the contract between the 
company and the agent expires or is discontin- 
ued. In such cases the insurance is normally 
written in another company. 

13. Discovery that because of the coverage 
provided, or the rate charged, a certain type of 
policy is developing such bad experience as to 
indicate that either or both is fundamentally 
unsound, 


lo what extent do companies find it necessary 
to terminate the insurance for these various 
reasons? For several years there have been 
charges and counter-charges as respects the 
frequency of the exercise of the right of discon 
tinuance by insurance companies. No facts on a 
nation-wide, multi company basis were avail 
able, however, to substantiate either position 


Low Discontinuance Rate 


Then, in 1953, the Insurance Commissioner of 
North Carolina conducted a factual study of 
such discontinuance practices both in North 
Carolina and in the entire United States. The 
study included ninety-four insurance companies 
writing accident and health insurance in North 
Carolina. It showed that on a nation-wide basis, 
of 23,000,000 persons insured by those ninety 
four companies, 120,000 policies had been dis 
continued during the preceding year. This is a 
discontinuance rate of 42 of one per cent. No 
qualitative analysis of this study is known to be 
available. The bare facts as given here do, how 
ever, indicate that the use of the right of dis 
continuance by insurance companies generally 
is not great. 

This fact is particularly borne out by closer 
examination of the North Carolina study, Of 
the ninety-four companies included in the study, 
sixty-nine companies were below the average 
rate of cancellation, thirty-five of these having 
a cancellation rate of less than one-tenth of one 
per cent. Fourteen other companies had the 
average rate. Thus of the ninety-four com 
panies, only eleven had a cancellation rate 
above average. 


In 1954 and again in 1955 Insurance Commis 


Reported Reported 
Canceltlatto Cancellationa 
per thousand r thousand 
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sioner Wade Martin of Louisiana, in his capac- 
ity as chairman of the Accident and Health 
Committee of the National Association of Insur- 
ance Commissioners, conducted a 48 state study 
of the complaints made against accident and 
health insurance to the Insurance Commission- 
ers of the various states. In conducting the 
study, a comprehensive form was sent to each 
Commissioner. Thirty-four Commissioners re- 
plied in 1954 and twenty-six in 1955. These com- 
plaints were tabulated and broken down by the 
basic causes for such complaints. 

This study, according to a recent statement 
by Commissioner Martin, showed that of all 
complaints tabulated, only 8 per cent in 1954 
were because of cancellation by the company. 
In 1955 this figure had dropped to 7 per cent, a 
decrease of 124% per cent. Again, no qualitative 
analysis was available. Again, however, the 
quantitative results clearly indicate that “can- 
cellation” is not a problem of any great magni- 
tude. 

In many of the criticisms, there is direct or 
indirect implication that the state regulatory 
officials have done little or nothing to protect 
the public against abuse of this right by the in- 
surance companies. Since this is clearly not the 
case and is unfair to those officials, it should be 
of value to note what steps have been taken by 
those officials through the years. 

In the main, the states have taken two ap- 
proaches to the subject: (1) controlling the 
language of the policy contract and (2) making 
certain that the policyholder is aware of the 
existence of this right of the company. These, 
it should be noted, are in addition to the avail- 
ability of the state official to any policyholder 
having a complaint. 

In 1911, the National Association of Insur 
ance Commissioners, in recommending to the 
states a Uniform Standard Provisions Law for 
accident and health insurance, included in that 
law, Standard Provision 16 which established 
mandatory policy language for a cancellation 
provision should the company desire to reserve 
such right. 


In 1950, after more than three years of care- 
ful study, the National Association of Insurance 
Commissioners recommended to the states for 
enactment a revision of the 1911 law entitled 
“Uniform Individual Accident and Sickness Pol- 
icy Provisions Law.” This law again recognized 
the necessity for reservation of this right by the 
company and set forth the language of such pol- 
icy provision newly requiring five days notice of 
such cancellation and requiring that similar 
right must be given the policyholder. This law 
has already been enacted in the vast majority of 
the states. 

In making certain that the policyholder is 
aware of the existence of this provision, three 
major steps have been recommended on a na- 
tional basis. In 1946, in recommending to the 
states the third edition of the Official Guide for 
the Filing and Approval of Accident and Health 
Forms, the National Association of Insurance 
Commissioners recommended a requirement that 
clear notice of the right of the company to can- 
cel or refuse to renew the policy be contained on 
the face of the policy and on the filing back. 


Protective Legal Requirements 


In 1952, that Association further recommended 
a requirement that reference to any such can- 
cellation provision must be clearly captioned and 
placed on the face of the policy so that the policy- 
holder might clearly be aware of its existence. 
The New York Insurance Department thereafter 
made similar requirement with respect to the re- 
newal provision. In 1954, a third recommendation 
to the states was a statute which would require 
that any advertisement of accident and health in- 
surance should clearly indicate the fact that the 
company may refuse renewal if this is so. These 
recommendations have, in turn, been enacted, 
adopted, and enforced by the legislatures and 
the regulatory officials in the vast majority of 
the states and have established the general pat- 
tern for the construction of policy contracts by 
the companies for use in all states. 
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Various other regulatory proposals have been 
made to the state legislatures over the past dec- 
ade having to do with this subject. Since 1945, 
there have been 54 such legislative proposals 
introduced in 21 states. Twenty-one of these pro- 
posals were made in 1955 in 14 states, unques- 
tionably as a result of publicity during the pre- 
ceding year. Generally these proposals fall into 
four broad patterns: 

1. Those requiring that the right of cancella- 
tion be prominently displayed on the face of the 
policy. (There have been four such proposals, 
none of which is necessary today, since this is 
now required by the N.A.I.C. recommendation 
previously referred to.) 

2. Those which require a period of notice to 
the policyholder before cancellation becomes 
effective. (There have been ten such proposals 
ranging from five day notice to two years. The 
Uniform Individual Accident and Sickness Pol- 
icy Provisions Law enacted in most states re- 
quires five days notice. North Carolina in 1955 
enacted a measure requiring from 30 days to 
two years notice depending upon the length of 
time coverage has been in force. It is not be- 
lieved that a period of notice of cancellation has 
bearing upon any “problem” which might be 
conceived to exist, although the five days re- 
quired in the policy provisions law is reasonable 
in order to give the policyholder opportunity to 
obtain insurance elsewhere.) 

3. Those requiring that the policy shall be 
non-cancellable after it has been in force for a 
certain period of time. (This is the most popular 
form of such proposals. There have been 26 bills 
of this type introduced, the period of time after 
which the policy shall be non-cancellable run- 
ning from 30 days to ten years. The most com- 
mon period is two years and the next most com- 
mon is five years. It should be noted here, also, 
that insurance on average or lower income per- 
sons, to be reinsurable under the proposed Fed- 
eral Reinsurance Bill, would have to be non- 
cancelleable after five years and until age 70.) 

4. Those which would require that all individ- 
ual and family accident and health insurance be 


non-cancellable from date of issue. (There have 
been 14 such bills introduced, usually without 
any age limit or the right to alter the policy to 
any extent.) 

With the exception of the North Carolina law,* 
to which reference has been made, and a law 
enacted in Louisiana in 1954 requiring that ref- 
erence to the cancellation right be made in the 
advertising material, these proposals have not 
to date been found necessary by, or acceptable 
to the legislatures to which they were intro 


duced, 


Limitations of Proposals 


Although the third group of proposals is the 
most popular, the fact is that it is extremely 
doubtful if this approach provides any “answer” 
to the “cancellation problem” at all. Close exam 
ination indicates that such an approach, partic- 
ularly if applied to sickness and hospital insur 
ance, would have all the characteristics of what 
s commonly called non-cancellable insurance 
This includes the necessity for higher premi- 
ums, the establishment of policy reserves, more 
stringent underwriting practices, more restric 
tive policy contracts and benefits, added hazard 
to the financial resources of the company, less 
ales appeal, and more limited availability to the 
potential insurance buying public 

Any significant restricting of the right of re 
newal underwriting must almost certainly be 
followed by some instances of adverse financial 
experience unless this has been anticipated in 
the premium structure. From the publie view 
point this would result in a more important con 
sequence; namely, a severe contraction of the 
total effort behind the promotion and sale of in- 
dividual Accident and Health Insurance. 

The alternative to a policy in which the com- 
pany reserves the right to discontinue the cover- 
age is a policy which is non-cancellable and 


hould be noted, 
There is strong 
the people of 
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which may be automatically continued by the 
policyholder upon payment of premium and un- 
til the age limit stated in the policy has been 
reached. It was first offered in the United States 
in 1907 by a fraternal society. In the ensuing 
twenty-five years a great many insurance com- 
panies came to offer this coverage. A proper rate 
structure was, however, difficult to achieve be- 
cause of the unavailability of useful statistics 
and the volatile nature of the risk. It must be 
admitted, too, that there was some failure to 
appreciate the effect of providing lifetime bene- 
fits in a policy where continuance is at the sole 
option of the policyholder. 


iffects of Non Cancellable 


$y the 1920's competition in the area of these 
coverages was severe. Companies were begin- 
ning to suffer serious losses. Premium rates 
were found to be inadequate. Benefits had been 
broadened disproportionately. Then, in 1928, re- 
sponding to the first indications of the coming 
economic depression, losses began mounting. By 
1932, all but a few companies had ceased offer- 
ing non-cancellable insurance, Serious damage 
had been done. The financial solvency of several 
companies was left impaired. Others were in a 
position to absorb the losses and these com- 
panies are still paying benefits under those pol- 
icies at appreciable loss. 

Today, non-cancellable policies are written by 
many insurance companies. Some of these have 
just within the last few years determined to write 
this type of insurance. Hence, this type of insur 
ance is available to the public. It is, however, 
often subject to a preliminary physical examina- 
tion to determine whether the applicant for the 
insurance can qualify. It is generally subject to 
more stringent underwriting requirements than 
other types of accident and health insurance. 

There is an age limit under non-cancellable pol- 
icies (usually 55 to 65) after which the policy can 


be discontinued by the company, and usually non- 


cancellable policies are not available to new risks 


over age 50. And the premium cost for such non- 
cancellable insurance is appreciably higher than 
the premium for similar benefits written under 
policies in which the company has the right to 
discontinue the coverage, this additional cost tak- 
ing it beyond the range of average incomes. 

Now what has the industry been doing about 
this “problem”? Has it remained unaware or 
aloof of the criticisms? 

Many companies today are conducting various 
experiments having direct bearing on the subject 
of discontinuance of the policy by the company. 
Insurance companies are, and have been for a 
long time, the first to recognize the seriousness 
flowing from the discontinuance of a policy. Their 
primary concern is the welfare of the policy- 
holder. Hence, every effort is taken by responsible 
insurers to, in such cases, offer to the insured 
some form of coverage rather than totally dis- 
continuing the insurance. This is done by alter- 
ing the existing policy, by continuing coverage 
at a substandard premium, or by the issuance 
of another type of policy. This has long been the 
practice of many compauies. 

Insurance companies are also extremely con- 
scious of the public relations aspects of policy dis- 
continuance. Methods used in informing the in- 
sured have been improved, made more informative 
and more courteous. In some cases, however, the 
former insured is, perhaps naturally, left with a 
sense of injustice having been done. In others, the 
insurance company is forced, by circumstances 
not of its doing, to be evasive in order to 
avoid libel suit (i.e. when a moral hazard has de- 
veloped). With companies functioning through a 
responsible agency force, however, it is difficult 
to presume that the behaviors of those companies 
could be anything but considerate, thoughtful, 
and discreet since otherwise their agents, always 
alert to any matters disturbing to the policy- 
holder, would protest. 

Some of these company experiments are: 

1, The type of policy which is clearly, by its 
terms, guaranteed renewable to the age limit upon 
payment of premium but in which the premium 
can be altered by the company (on a class, not an 





THE A& H CANCELLATION “PROBLEM” 


individual, basis) should experience so require. 
Such policies covering hospital and medical ex- 
penses are now being written by a few companies 
This type of policy has been in use for a very 
short period—a little more than two years—and 
it is too early to judge its success. A similar ex 
periment has also been announced recently for a 
policy of major medical expense increase. 

2. The type of policy which is clearly, by its 
terms, guaranteed renewable to the age limit upon 
payment of premium but in which the premium 
periodically increases at stated intervals. This 
type of policy is a recent experiment on the part 
of one company. 

3. The type of policy in which renewal is at the 
option of the company (as customarily stated) ea 
cept that the policy provides that renewal will not 
be refused because of change in the physical con 
dition of the insured. This experiment is limited 
to date to major medical expense policies issued 
by one or two companies. Since the major medical 
expense coverage is itself a new experiment of 
only two years existence it would be even more 
difficult to attempt to appraise this more recent 
development. 

4. The practice of notifying agents (as con 
trasted with a statement in the policy contract 
that the company will not refuse to renew the pol 
icy because of change in the physical condition of 
the insured. This experiment is a non-contractual 
version of the preceding experiment and, like it, 
is limited to major medical expense insurance as 
written by one or two companies. Therefore, the 
same comments are equally applicable 

5. The practice within the company, when con 
sidering policies for renewal, of overlooking any 
changes in the physical condition of the insured 
(as contrasted with a statement in the policy con 
tract or an announcement to the field force). This 
practice has been quietly going on within many 
companies for the past few years. In this manner 
companies can watch and test the effects of their 
experiment without any eventual disturbance of 
their policies, their policyholders, or their agents 
should the experiment prove in whole or part un 
successful. In several instances, this experiment 


is being confined to one type of coverage, such as 
hospital expense insurance. In all instances, the 
experiment is too recent to be conclusive. The ex 
perience of one company which has carried on this 
experiment for several years is noteworthy. The 
company followed the practice of continuing cer 
tain types of policies in force despite the fact 
there had been a marked change in the physical 
condition of the insured. In so doing, it ceased 
paying renewal commissions to agents. The lo 
ratio on this business has now risen to 110 per 
cent and the experiment has had to be discontin 
ued in certain areas 

6. The practice within the company, when con 
sidering policies for renewal, of overlooking th 
frequency or duration of warranted claims sub 
mitted and paid under the policy. The extent of 
this experimental practice is not known 

7. The practice within the company, when con 
sidering policies for renewal, of being generally 
more liberal in such consideration and in relation 
to the history of the policyholder than had been 
true in the past. This practice has been followed 
by the majority of companies in recent years 
While it does not attempt to follow any set rule, 
as do the preceding six forms of the experiment, 
it could easily, all things considered, be the most 
beneficial to the policyholders. Its virtue would 
appear to lie in the fact that it is general, rather 
than specific, and hence permits of more flexibility 
should the experiment prove to be either a success 


or failure 


Why the Furor? 
We have seen that there nothing new or un 
usual about the principle of cancellation, that it 
is a reasonable principle, that it is not used fre 
quently, that state officials have taken reasonable 


steps to protect the public, that non-cancellable 


insurance is available to the public, and that gen 
erally companies are experimenting with new ap 
proaches to the end that the public interest might 
be served in the best possible manner From 


whence, then, comes the fire’ 
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The studies conducted by the Insurance Com- 
missioners, and to which previous reference has 
been made, rather clearly indicate that the fire is 
not caused by the industry as a whole but, rather, 
by a relatively few of the companies writing ac- 
cident and health insurance. It is believed there 
is quite general agreement with this. 

The reasons are perhaps several. Over-use, or 
abuse, of the right to discontinue the insurance 
might come as a result of lax or insufficient un- 
derwriting. It might come from inadequate selec- 
tion and training of agents, particularly with re- 
spect to underwriting standards. And it might re- 
sult from an attitude of company management or 
a carelessness on the part of management of at- 
tention to the day to day functioning of the vari- 
ous departments of the company. Any of these 
could have important bearing on the subject. 


Effect, Not Cause 


It is submitted, therefore, that the right of 
cancellation by the company is not a cause of 
these unconscionable practices—that is, that the 
mere existence of this right does not mean per se 
that injustice to the public results—but rather 
that any abuses surrounding the exercise of this 
right are an effect—one of the effects which can 
result from an attitude or the absence of an atti- 
tude on the part of company management. 

The answer to the “problem,” then, would seem 
to become evident. It does not lie in additional 
legislation which can very well hamper the devel- 
opment of a business which is of basic importance 
to the public welfare. Rather, it lies in the proper 
and reasonable administration of existing law, in 
the carrying out of present broad regulatory au- 
thority by competent and informed state officials 
with backgrounds in insurance and basis for 
sound judgment. Through this means, any com- 


pany which, for whatever reason, is abusing or 
over-using its right to terminate insurance can 
and should be dealt with readily and specifically. 

Today accident and health insurance is a busi- 
ness with some two and one-half billion dollars in 
premium income yearly. This means that over 
two and one-half billion dollars are being stored 
up yearly by or on behalf of over 100,000,000 of 
the American people as a source of protection 
against the financial losses resulting from acci- 
dent and sickness. In so doing, these people are 
voluntarily choosing a private insurance mecha- 
as the means of protecting 
against serious financial loss. 

This money paid in premiums is, in turn, in- 
vested in American enterprises, thus serving to 
further develop our economy. It brings about the 
increasing employment of thousands of persons. 
It enables businesses, large or small, to protect 
themselves against the loss of key personnel. It 
enhances the extension of personal credit. It 
means that hospitals might be more readily as- 
sured of payment by the patient. This same is 
true of the doctor—and is equally true of the 
butcher, the baker, and the candlestick maker. 

The system of free competition prevalent in the 
accident and health field will stand as a guarantee 
that the public will continue to be so served. Cer- 
tainly, also, a business which has grown as rap- 
idly as has the business of accident and health 
insurance, and which is constantly evolving with 
new or improved coverages, will have its prob- 
lems. This is natural to expect. The important 
thought, however, is that this tremendous devel- 
opment, which serves such an important need in 
the lives of the vast majority of the American 
people, should be permitted, not disregarding the 
natural need for constant vigilance, to find its 
own best path to serving the public in a better 
way. 
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Variables For Pensions 


ITH the 
tion of older persons in the Ameri- 
can population and the growth of 
pension plans, an increasing num- 


rising propor- 


ber of older men and women are 
becoming partially dependent on 
industrial pension programs. The 
Sureau of Internal Revenue has 
ruled on more than 20,000 pension 
and deferred profit-sharing plans 
covering more than 10 million em- 
ployees. In addition, there are be- 
lieved to be several thousand in- 
formal plans that are unwritten 


and discretionary 


Inflation Problem 


A number of such plans, how 
ever, have been kept from fulfill- 
ing their aims by inflation, one 
of the greatest threats to pension 
planning. Because of the time 
span involved, pension plans are 
particularly vulnerable to the ef 
fects of inflation. 

What seems to be satisfactory 
retirement income at the time a 
plan is started may prove inade 
quate 30 years or so later. The 
test is the participant’s buying 
power during the post-retirement 
period. Failure of a plan to pro- 
vide the benefits expected, as a 
result of a decline in the purchas- 
ing power of the dollar, can do 
much to disrupt management- 
employee relationships, 


Seek Help 


Although the control of infla- 
tion is in large part out of man- 
agement’s hands, companies with 
pension plans 
searching for some solution. Many 
have asked AMA’s Management 
Information Service how others 


nevertheless are 


are approaching this problem. 
On economic grounds it is diffi- 

cult to justify a flat increase in 

the retired employee's pension 
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By GEORGE B. MURPHY 


Management Information Service 
American Management Association 


To allow pension benefits to rise and fall 


with the cost of living, several industrial 


firms have variable plans, described in this 


article from AMA's “Management News.” 


Actuarial costs would defeat the 
whole purpose of actuarial fund 
ing of the plan. A number of other 
methods are now being tried out 

Some concerns have supple 
mented their fixed-benefit plan 
with separate profit-sharing and 
employee thrift arrangements 
Others make temporary 


ments in benefit levels until it be 


adjust 


comes possible to plan changes on 
a long-range basis or until an in 
crease in social security payment 
lessens the strain on the pension 


er’s budget 


In 1918 


Counselors, Ine 


Industrial Relations 


, surveyed the na- 


ture and extent of typical supple- 


mentary pension provisions. Of 
the 553 companies covered, 285 
reported that attempts were be- 
ing made to adjust the benefit 
level according to the pensioner’s 
need. A few years later the same 
concern were surveyed 


again, 


and it was found that as new so- 


cial security 


benefits became 
available these payments were be- 
ng altered or dropped 

Continued on page 66 


On 
a” 





Checking Windstorm Damage 


Cover, top, shows aerial view of storm 
damage in Indiana. Above, Earl L. Cooper, 
left, secretary-treasurer, Indiana Farmers 
Mutual, chots with Pilot Paul Schlundt before 
taking off on the trail of the windstorm. 


Officers of Indiana Farmers Mutual 
surveyed damage within hours after 
the March 11th tornado by flying over 
and photographing many properties 
within the area their company covers. 


A. VIOLENT windstorm ripped through the 


central part of eastern Indiana during the night 
of March 10-11. Almost before the dust had 
settled, Earl L. Cooper, secretary-treasurer of 
Indiana Farmers Mutual, Robert L. Benjamin, 
the company’s public relations director, and 
Leonard Welsh, publisher of “American Family 
Almanac,” were flying over the damaged area. 
Purpose of the flight, which covered about 400 
miles over six counties, was to locate spots with 
the worst damage so that company personnel 


Storm's path of destruction shows up clearly in aerial photo- 
graph below. Although exact location of insureds’ proper- 
ties was not always _ able company insures about half of 
farm property in Indiana and officials could gauge shore 
of losses, transfer personnel accordingly to settle claims. 
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Pictures shown here were taken from four-passenger Beech- 

Craft plane in two-hour flight following path of the storm. 
could be brought in to help with 
insurance adjustments. With two 
small cameras, the flyers took a 
series of photographs of damaged 
buildings, several of which are 
shown on these pages. 

Only drawback of the flight, 
writes Mr. Benjamin, is that “the 
aerial photography job is not one 
for an insurance man naturally in 


clined to aerial sickness.” 


Officials call the flight successful because it gave a quick 
survey of damage and made possible appropriate planning. 
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You can’t 


BARG BEFORE 
i ill) YOU BUY 
with disagtert 7) INSURANCE 


A 
ask your insurance 
man these 5 
questions: 


Did you ever cop to think 
there's often « gud reas why 
one product coete a little 


more than another’ 


Take your property or lability 
neurance tor example Suppose 
your policy ie « Have you searched for the best policy among 
60 the Gant ty several companies lo meet my needs’ 
Have you explained al) the 


rumed houme An au va 
oo I know the exact extent of my 


acodent involving seriou 
Deo you know my personal needs and local co: 
njyuries A home broken into 


- ditions well enough to give me wund 
awd restyled ts 


ao Eee insurance advicet 

If I have a claim or loss, will you represent 

my interests un getting it settled quick/y 

and satisfactorily! 

Will you give me per assistance if dinaste 
or will I have to deal with so tranger 

over « telephone’ 


Phat te where your independent 
near ance agent corn 


job ie to wee that yo 


Your independent insurance agent is 
in a position to answer “yes” 

to all these questions. That ia why 
we urge you lo buy insur 

ance through a trained, independent 
insurance agent 

Coll MArket 4-2336 for the nome 

4 ow local member 


Call MArkat 4.7996 bor 


&. 34@x 2. ounty 


INSURANCE AGENTS 
ASSOCIATION 


16 Park Place, Nework 


nearest loca! member 


Lssex County 
INSURANCE AGENTS ASSOCIATION 


16 Park Place, Newark 
Lowh 


/ 


cnet ila 


Ad Series Aids Agent Groups 


HAT happens if dis- 
agree with your com- 
pany? Whom should you call when 
Which insur- 
ance company is the best for you? 


you 
insurance 


By JEAN JOSEPH ROBINSON, Associate Editor 


you’re in trouble? 

Ads had 
magazines explaining the role of 
the agent in the indus- 
try. But much of the advertising 
of direct writers had appeared in 
a medium of tremen- 
The agents’ 


influence may reach from coast to appeared in various 
coast, these ads began as a local 


project in one New Jersey county. 


These provocative questions are 
being asked in a series of adver- 
tisements in newspapers in 
many of the country. The 
series also makes definite 
assertions: You can’t bargain with 
disaster. You learn the big differ- 


local insurance 
parts 
some 


Started Last Winter 


In the winter of 1954 the Essex 


newspapers, 


dous local impact 


ence in insurance when you suffer 
a loss. 

These ads will be paid for by lo- 
cal fire and casualty agents, but 
they can have national impact on 
the competition between indepen- 
dent agents and direct writing in- 
surance companies, Although their 
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County (N.J.) Agents Association 
decided to do something positive to 
meet the growing cempetition of 
the direct writers. The agents felt 
that they had not been doing all 
they could to tell the public about 
the advantages of insuring through 
independent local agents. 


group wanted to fight fire with fire 
newspaper ads seemed to be the 
answer. 

The immediate problem was a 
financial The of news- 
paper ads would be high. Each in- 
dividual would have to be 
amount to 


one, cost 


agent 


assessed a substantial 
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What happens 
if you 


DISAGREE 


with your 
insurance 
company ? 


YOU LEARN THE 13] g 
difference 





IN INSURANCE 


WHEN YOU SUFFER 


ALOSS! 


Coll MArbot 4 2336 for the name of ous nearest loco! member 


Essex County IWSURANCE , 
AGENTS ASSOCIATION | 


&. 54@X 2. ounty 


16 Park Place, Newerk 


16 Park Place, Newark 
Teoh . 


A new set of advertisements, provided by one 


company, helps local agent groups proclaim the 


value and the advantages of the agency system. 


cover the cost of preparation of a 
really good ad campaign, even be- 
fore the first Once the 
campaign was there 
be the additional expense of buy- 


insertion 
ready would 


ing the newspaper space. 


Long-Time Advertiser 


Some members felt that the com- 
panies should be asked for help. 
One of the companies approached 
was the Atlantic Companies, which 
has been using newspapers as an 
ad medium for more than 20 years. 
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Officers at the company knew the 
problems, but they also knew that 
good local campaigns could be ef- 
There followed further 


discussion, and Atlantic home office 


fective 


officials agreed to help. 

The Atlantic Companies called in 
their advertising agency, Doremus 
& Company, explained the problem 
and started conferences at once. It 
was agreed that there would be no 
mention of the company and that 
each ad would carry the imprint of 
the Essex County 
President of the 


Association. 


Essex agents, 


INSURANCE AGENTS ASSOCIATION 


Sydney A DeRoner, and the 
group’s advertising committee co 
operated in planning and editing 
the series 

At the same time it was agreed 
that were designed 
for the Essex County agents, the 
Atlantic 
make 


agents and brokers throughout the 


while the ads 


Companies could also 


them available to other 


country 


Team Work 


The advertising agency went to 
work on the copy and, while that 
was undergoing scrutiny by copy- 
Atlantic 


and members of the Essex Count: 


writers, the executives, 
Association, artists were busy do 
ing the layouts for the ads 

from the agents 
excellent. A copy of the first ad 
was sent to each agent in the Essex 


tesponse Was 


Association with a letter 
program 


Within one month, 


County 
explaining the and the 
cost involved 
60 per cent of the cost of the cam 
$6,500 for 24 ads) 


Continued on page 41 


paign had been 
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_ oie eaalalallin aie 


1. Today’s competitors: The 

The Spectator's regular department folly of gadgetry vs. the wisdom 
of security. 

concentrates on life insurance this 2. Do a favor today for someone 

you know. Show him how tangible 

month. A reminder for each day in Life insurance actually is. Either 

his family makes a _ substantial 

July combats that hot weather let- profit or he does. In either event 

he is not spending his money, he 

down. How's your batting average? is saving it... for a living person. 

3. What price Living insur- 

ance? When premiums add up to 

less than $1,000 a thousand on ma- 

turity by death or retirement, 


By MEL BLACKBURN 


you’ve made a successful invest- 
ment. Whatever is then bought 
with this money is bought at a 
discount. 








4. The small merchant next 
door would like to guarantee for 
his widow and himself the retail 
value of his life’s work. He would 
like to guarantee that his son will 
inherit a prosperous business. 


5. The two-man partnership in 
the next block would like to guar- 
antee their heirs both the price 
and the payoff. What happens to 
their business when one of the 











partners dies? 


6. The smal] family corporation 
around the corner would like to 
guarantee the continuity of stock 
ownership. It’s a safe assumption 
that even stockholders love their 
wives. 








7. Make big ones out of little 
ones. Good personal programming 
jobs lead to profitable Business 
Life cases, often for the same 
clients. 


8. It’s not “I,” it’s “we.” You 
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lump ? 


have the finest company in the 
world behind you, every step. 


2 


9. If husbands knew what wid- 
owers know, every wife would be 
insured. 


10. The mother in the home is 
the unifying factor of family life. 
The home, as a going business, 
should be insured against the loss 
of its key woman. 


11. The cost of dying has tripled 
in the past few years. Sell Final 
Expenses insurance now in the 
amount of $3,000. The need for 
clean-up cash, by the way, is the 
same for a woman’s widower as 
it is for a man’s widow. 


12. Another “new” one the 
“Homemaker” Policy. It’s written 
in the amount of $7,000. If Mary 
predeceases Ted, it covers the cost 
of hiring a maid for three years 
to take care of the children. 


13. So Mary 
cease” Ted. They 
they take the 
Homemaker Policy for a second 
honeymoon or for a supplement 
to Ted’s retirement proxram. Life 


doesn’t “prede- 
both live. Fine, 


proceeds of the 


insurance always benefits living 
persons. Isn’t it diffi ult to save 
money today? 
65. 


It’s impossible at 


14. Treat every client as a po- 
tential $100,000 customer. Keep 
in touch. It’s surprising how many 
buy more than $100,000. 


15. Devote this evening to good- 
will building. With no thought of 
business, make brief personal 
visits on a number of clients you 
haven’t seen recently. Try “not 
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A 





hyphen amith 











Come on now. You've just got to get outside. 


You'll 
pick up some useful information 


selling” for three hours 


16. Saturday. Everybody’s on 
vacation, of course, but who are 
all these other people? The re 
verse of last night—try “selling” 
for three hours. A startling 


thought, but profitable. 


17. Make this idea yours. “To 
succeed, a man needs opportunity, 
ability and time. You have the 
first two, do you have the third 
time?” 

18. Do you have a qualified in 
surance man to counsel with you 


on your Life insurance program‘ 

19. Count ’em. There are a 
dozen doctors in town for every 
Doesn’t this suggest 
the need for adequate disability 


undertaker. 


income protection? No Living in 
surance program is complete with 
out provision for Personal Busi- 
ness Interruption coverage. Some 
call it “Aecident and Health.” 
Whatever it’s called, it’s still 
Earnings insurance 


20. “We've protected, and well, 
the two greatest losses Mary could 
suffer, namely: you and your earn 
ing power. But we have neglected 
covering you against the two 
greatest losses you could suffer 
Mary and her home management 
ability. 

21. "Tis truly said: “You have 
to believe in it to sell it.” There's 
a pride of ownership in Living in 
surance that is underplayed. |! 
don’t hesitate to boast of my per 
sonal program . Oops, another 
age change. Another year when 
I have to pay a company more be 
cause my family carried a portion 
of my Life risk last year. What 
nonsense is this? 

22. Career girls are people, too. 
Completely unsold, they need your 
counsel, They’re flattered if you 
give them the same kind of atten 
tion you give the boss. They buy 
when you emphasize the things 
Well, what’s so 


unique about that? 


money buys 


Continued on page 65 
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What Can Be Accomplished 


Organized 18695 





STURDY AS THE OAK 


PLM 


Organized 1895 





AFTER 


Three of this year's innovations at Penn 
sylvania Lumbermens Mutual are 
(above) revision of the trademark to 
add advertising impact; (right) a news 
sheet, “Agent News,"’ as it was intro- 
duced at the mutual agents’ national 
convention; and (below) the employees’ 
Junior Advisory Board which plans the 
extra-curricular activities for the office. 


This one-year record is a case study of 
the way in which one insurance company 
is meeting its problems through changes 
in policy as well as by enlarging aggres- 


sive sales and advertising programs. 


By JOHN J. FORD 


Vice President and Secretary 
Fennsylvania Lumbermens Mutual Insurance Company 


/ 


—_ 
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HE only way to stay a leading 
company is to keep out in front of 
the parade—not only in sales but 
in progressive practice.” 

Fred H. Ludwig spoke that sen- 
tence when he became president of 
Pennsylvania Lumbermens Mutua! 
Insurance Company a year ago, but 
seasoned newspapermen passed it 
by as the sort of thing a new presi- 
dent might be expected to say. The 
proof of the pudding, they seemed 
to say, is in the eating and they 
would wait and see whether or not 
his words had meaning. 

Today, PLM can place before the 
pragmatic journalist and insurance- 
man a bountiful pudding of proof 
that Mr. Ludwig’s words had mean- 
ing that even the most seasoned 
veteran did not suspect were hidden 
in them a year ago. 


What Was Done 


Among the ingredients in that 
pudding are: 

a new personnel and employee 
benefit program; 

a new system of management- 
employee committee operation; 

a comprehensive advertising-pub- 
licity-public relations program tai- 
lored to fit the specifications sug- 
gested by agents in the field on the 
basis of their experience; 

a modernized trademark which 
preserves old traditions; 

direct communications with 
agents; 

AGENT NEWS, a publication 
issued for conventions and bi- 
monthly between sessions: 

despite hurricane losses and in- 
creased policyholder dividends, ends 
year with $489,870.77 increase in 
surplus; 

voted dividend 
during year; 


increases twice 


157 new agencies appointed in 
past year compared to 17 during 


year before program started; 


July 1955 


John J. Ford, PLM vice 
president and secretary 
(seated), points out de- 
tails of plans of new 
PLM Building now 
under construction in 
Philadelphia to com 
pany president Fred H. 
Ludwig, left, and chair- 
man of the board, Her- 
man J. Pelstring, right. 


added Commonwealth of Puerto 
Rico to territory covered; 

appointed local agents to cover 
states of Georgia, Florida, and 
Alabama; 

started 
site of the Ritz-Carlton Hotel in 
Philadelphia for the new Pennsy!] 


renovations on former 


vania Lumbermens Mutua! Insur 
ance building. 

When a new administration 
comes into a company that has been 
a leader in its field for years, has 
an enviable reputation as a substan 
tial citizen of its business commu 
nity, when its sales are high and 
business is good and getting better, 
it is always a difficult decision to 
propose organizational change 

This was the case at PLM a year 


ago 


Largest Lumber Mutual 


Herman J. Pelstring, as presi 
dent for 16 years, had developed 
PLM into the largest and strongest 
lumber mutual company in the 
country. The company was on sound 
financial ground. It was in all re- 
spects a most successful mutual 
insurance company. 

However, the time had come when 


one of two roads had to be followed 
PLM could forever retain its suc 
cess in the lumber field—limited a 
the field might be—or follow an 
aggressive path developing mor 
business in the fertile fields of gen 


eral insurance 


Vision of Future 


It is to the credit of the PLM 
Board of Directors that they had 
the courage and foresight to decide 
on the second course and to envision 
the organization and the sales, ad 
vertising and publie relation pro 
grams to carry out the new plans 
without disturbing the stability of 
the company. 

Mr. Pelstring was elevated to 
chairman of the Board of Directors 
where he could oversee the entire 
operation and, out of his wealth of 
52 years’ experience with the firm, 
lend council and advice to any of 
its departments. Fred H. Ludwig, 
a former board member and the 
owner-operator of a 
chain of lumberyards, was elected 


successful 


president 
Mr. Ludwig, a self-made, aggres 
sive businessman, recognized the 
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FOUR WEEKS' 


RECORD OF 


IMPORTANT 





May 19—New York State Work- 

men’s Compensation Board 
has announced an assessment of 
$1,414,668 levied against insur- 
ance carriers, self-insurers and 
the State Insurance Fund in order 
to restore assets of the Special 
Fund for Disability Benefits to the 
statutory required sum of $12,- 
000,000. 

Under the Disability Benefits 
Law, assessment against carriers 
who provide Disability Benefits is 
levied at the close of the State’s 
fiscal year, March 31, whenever 
the balance in the Fund on that 
date is $1,000,000 or more below, 
either (1) the sum of $12,000,000 
or (2) twice the sum of benefits 
paid under Section 207 during the 
preceding fiscal year, whichever is 
the greater 


Ohio Legislature OK's 
Multiple Line Bill 


May 23—Multiple-line underwrit- 

ing has practically won its 
last legislative battle. The Ohio 
State Senate approved House bill 
218 which would permit Ohio in- 
surance companies to engage in 
both fire and casualty underwrit- 
ing. 

The House side of the Ohio leg- 
islature had approved the bill 
earlier, After the two sides of the 
legislature had agreed on a few 
minor amendments the Senate had 
added, the bill was sent to Gov- 
ernor Lausche, who has been a 
supporter of this legislation 
throughout its long fight. 

In all 48 states now the state 
legislators have seen fit to allow 
insurance companies to write mul- 
tiple-line contracts. 


May 25—Teodoro Moscoso, Puerto 

Rico’s Economic Development 
Administrator, says that Puerto 
Rico is opening the door to wider 
insurance company and other 
large scale investments in what 
“seems to be shaping up as a new 
stage in our development.” 

Mr. Moscoso said that action is 
pending before the Commonwealth 
legislature to abolish a 29 per cent 
withholding tax on certain invest- 
ments from outside the island. No 
opposition to the proposed change 
is expected, 


An anhydrous ammonia plant of 
Gonzalez Chemical Industries, 
Inc., is being financed partially 
with funds from the Northwestern 
Mutual Life of Milwaukee, State 
Mutual Life of Worcester, Mass., 
Bankers National Life of Mont- 
clair, N. J., and Colonial Life of 
America, East Orange, N. J. 


May 26—Do life companies reduce 

the rate of commission to the 
agent on sale of special policies? 
More than one-half of the 134 com- 
panies that replied to a Life In- 


Casualty Cos. Write $1.854 Billion in Premiums 


June 15--Comprehensive casualty 
insurance aggregates, issued 

in THE SPECTATOR’S Handy Chart, 
show that while premiums written 
for auto liability-bodily injury 
coverage rose by $10 million dur- 
ing 1954, losses paid on auto-B.I 
went up $37 million. For the 140 
stock casualty and surety com- 
panies shown, written premiums 
on auto-B.].—largest single cas- 
ualty line—were $924,186,077 in 
1954 compared with $914,428,491 
in the previous year. Losses paid 
were $437,759,328 and $400,810,- 
578 respectively for those years. 
These overall SPECTATOR aggre- 
gates for 1953 and 1954 also 
showed that these 140 stock com- 
panies: increased their admitted 
assets from $5.664 billion to $6.626 
billion; raised their surplus to pol- 
icyholders from $1.6 billion to 
$2.14 billion; received net premi- 
ums written of $3.649 billion in 
1954, compared to $3.482 billion 
in 1953; had losses incurred of 
$2.035 billion, compared to $1.946 


1953; paid out $1.244 
expenses in 1954 for 


billion in 
billion in 
$1.147 billion in the previous year; 
and showed a statutory underwrit- 
ing profit of $240 million in 1954 
but only $166 million in 1953. (The 
ratio of the underwriting profit to 
premiums earned rose from 5.1 
per cent to 6.8 per cent.) 

For the 159 mutual 
companies in the Handy Chart, 
total assets were $2,983,089,213 in 
1954 (in 1953 $2,623,239,273); sur- 
plus to policyholders $767 million 
($609 million in 1953); net premi- 
ums written $1.854 billion ($1.788 
billion in 1953); losses incurred 
$1.148 billion ($1.128 billion in 
1953); and statutory underwriting 
profit of $240,571,541 (in 1953 
$185,543,267). 

Forty-three reciprocal organiza- 
tions in the Handy Chart had 
$429,901,742 in admitted assets in 
1954, $313 million in net premiums 
written, $175 million on losses in- 
curred, and $47,983,118 for statu- 
tory underwriting profit. 


casualty 
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EVENTS 


IN ALL FIELDS OF 


INSURANCE 





surance Agency Management As- 
sociation survey said they did re- 
duce those commissions. 

The survey, dealing with special 
low net cost policies, showed that 
these companies introduced more 
of these special plans during the 
first four months of 1955 than dur- 
ing any other previous full calen- 
dar year. 

Also companies reported a wide 
variation on net cost figures for 
the contracts. Non-participating 
ordinary plans varied from a low 
of $1.35 per $1,000 per year for 
20 years to a high of $8.47. 

Most popular minimum amount 
for special $10,000, 
issued by 66 per cent of the com- 
panies replying to the survey. 
Twenty per cent listed policies 
with $5,000 minimum amount. 


policies is 


May 26 — Infectious hepatitus is 
becoming an acute health 
problem, according to statisticians 
of the Metropolitan Life. This virus 
infection, usually accompanied by 
jaundice, struck about 50,000 peo- 
ple in 1954 causing 800 deaths. 
The disease does not respond to 
chemotherapy, antibiotics or other 
therapy. Its exact cause is still 
unknown. Gamma globulin has 
proven effective in preventing 
cases among persons exposed to 
the disease. 


May 26—All home office opera- 
tions for individual life com- 
panies can be performed by the 
newly formed Foundation Life In- 
surance Service Co. in Atlanta, 
Georgia. 
FLISC’s services, furnished to 
client companies on a contract 
basis, include: legal, medical, ac- 
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tuarial, tabulating, underwriting, 
accounting, policy issue, premium 
billing, agency, investment, sales 
drives and contests, public rela 
tions, and printing. 


Life in Canada 
Sets Ist Quarter Highs 


May 26—Sales of life insurance in 

Canada reached an all-time 
high during the first quarter of 
1955. Total sales, according to the 
Canadian Life Insurance Officers’ 
Association, were $718.7 million, 
up 14 per cent from the previous 
year. 

Sales of ordinary life insurance, 
which comprised 82.5 per cent of 
the total business written, were 
$593 million, an increase of 19 per 
cent over the same period in 1954. 
Sales of industrial insurance con- 
tinued to decline, totaling $34.5 
million as compared with $41.4 
million in the same period in 1954 
and $43.7 million in 1953. 

Group insurance written 
amounted to $91.2 millions, just 
topping the 1954 total of $90.5 mil- 
lion. Group figures represent new 


groups set up and do not include 


additions under contracts already 
in force. 


May 31—A reinsurance treaty on 
non-cancellable disability cov- 
erage has been successfully nego 
tiated by Disability Income Insur- 
ance Co. of Indianapolis, Ind., 
Richard A. Calkins, president, has 
announced, 
Bad experience on this line in 
the 1920’s caused such reinsur 
ance treaties to be terminated 


This is, the company reports, the 


first non-can treaty to come into 
existence in recent years. 

Without revealing the identity 
of the reinsurance company, Mr. 
Calkins said, “It is clear that the 
other party to our agreement is 
convinced that non-can now may 
be underwritten equitably, but 
they wish to remain anonymous 
until experience is gained through 
our treaty.” 

This treaty on non-cancellable, 
renewable disability policies cov- 
ers total disability from both acci- 
dent and sickness, partial disabil- 
ity, loss of sight and dismember- 
ment, and permits § Disability 
Income to increase its indemnity 
limit from $200 to $400 monthly, 
without increasing its exposure. 


May 31—Trained insurance spe- 

cialists in the New Orleans 
area received a traffic 
safety award from the Metropoli 
tan New Orleans Safety Council, 


special 


Inc. The award was made for the 
TIS organization’s June 1954 safe- 
ty campaign which was adjudged 
the winner among business and 
professional groups which com- 
peted for the honor during the 12 
TIS theme: “Take 


Walk 


month period 
the Pledge 
Safely.” 


Drive and 


June 1—One hundred years ago, 
the Skandia Insurance Com- 
pany was organized in Stockholm, 
Sweden. By 1900 it had a branch 
in the United States that is now 
known as the oldest professional 
reinsurance company in this coun 
try. Under U. S. Manager J. A 
Munro, the Skandia branch main 
tains offices with the Prudential] 
Insurance Company of Great Brit 
Continued on page 36 
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ain and Hudson Insurance Com- 
pany, a subsidiary of Skandia. 
Big news for its 100th year was 
the announcement that Skandia 
had written one of the world’s first 
atomic energy 
tracts. This covers Atomic Energy 
Company, Limited of Stockholm, 
which is to develop the use of the 


insurance con- 


energy from nuclear fission for in- 
dustrial and commercial applica- 
tions. 

With Hudson and Prudential of 
Britain, Skandia has _ re- 
cently added casualty reinsurance 
to its facilities, which up to that 
time had been exclusively in re- 
insurance for fire and allied lines. 


Great 


1— Eleven workshops in 
Family Finance will be spon- 
sored this summer by the National 
Committee for Education in Fam- 
ily Finance and the Institute of 
Life Insurance. 


June 


Three institutions have been 
added to the list of those taking 
part in the program 
University, University of Florida, 
and University of California at 
Los Angeles. 


Syracuse 


Scholarships this year will be 
awarded to 450 educators, as com- 
pared to 337 in 1954 and 32 in 
1950. This is the sixth consecutive 
year that the Workshops have 
been sponsored by the Life Insti- 
tute, 


North British Buys 
Central Surety 


June 2—North British Group's of- 
fer to purchase the majority 
of stock of the Central Surety and 
Insurance Corporation of Kansas 
City, Mo., has been met. W. L. 
Nolen, U. 8. Manager and Presi 
dent of North British, stated that 
the Central Surety will operate as 
a member of the North British 
Group, which now comprises six 
other companies. 
Acquisition of the Central Sure 
ty marks the inauguration of the 
North British Group in the casu- 
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JUNE 1—PROVIDENCE, R. |., 


FIRE DEPARTMENT WINS CENTRAL "CHIEF" in 


recognition of honor attained as winner of Grand Award in the National Fire 
Waste Contest sponsored by the U. S. Chamber of Commerce 

Each yeor, Central Mutual, which uses the Dalmatian as its company trademark, 
presents a pedigreed pup to the fire department in the contest-winning city. Above 
John Adam, Jr., vice president from Central Boston office, awards dog to depart- 


ment representative. 





alty and surety field in the United 
States. The company has indicated 
that eventually country-wide mul- 
tiple line underwriting facilities 
will be made available to the 
agents of all members of the 


Group. 


June 3—A new type of group life 
insurance has been developed 
in recent years which holds prom- 
ise of becoming a large and im- 
portant part of the business, Rob- 
ert G. Espie, chief accounting of- 
ficer of the Aetna Life Insurance 
Company, told the Spring Meeting 
of the Society of Actuaries re- 
cently. The new plan is now writ- 
ten by a substantial number of 
companies. 
This is group life insurance 
with paid-up values, a type which 
provides for the purchase by em- 
ployees of units of paid-up protec- 
tion through payroll] deductions, 
coupled with the purchase of regu- 
lar group term protection by the 
employer. The first such policy 
was written in 1941, Mr. Espie 
said, and in his company the total 
of this type in force had already 
grown by the end of 1954, to $134,- 
634,758 of paid-up insurance, 
coupled with $1,018,520,042 of 
term protection, covering 366,169 
employees of 787 firms 


June 3—In the next five years 

350,000 young men and wo- 
men will be professionally trained 
to drive. To start the ball rolling 
this summer the Association of 
Casualty and Surety Companies 
will conduct a three-month driver 
education teacher training pro- 
gram in U. S. colleges and univer- 
sities. Each class will graduate 
an average of 25 instructors. They 
will in turn train an average of 
500 new drivers within the next 
five years. 

Since its beginning in the 
1930's, the Association’s program 
has been responsible for more 
than 10,000 teachers receiving spe- 
cial training in driving tech- 
niques. 


Investing-Life Policy 
Barred in South Carolina 


June 3—A life policy combining 
insurance and investment fea- 
tures met legal defeat in South 
Carolina when Circuit Court 
Judge J. Robert Martin handed 
down an order which supported 
Insurance Commissioner R. Lee 
Kelly’s disapproving the 
sale of these policies. 
The officials objected to the por 
tion of the policy which set up in- 
vestment 


order 


accounts and invested 
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in stocks the excess premiums 
charged for the policy. At the end 
of a specified period of time, the 
investor-insured was given his 
proportionate part of the account 

Climaxing a battle waged by the 
South Carolina Association of Life 
Underwriters, Judge Martin point- 
ed out that the insured is offered 
more than insurance; he is given 
a chance to become a shareholder 
in an investment fund for the pur- 
pose of making a profit. “I am 
convinced,” the Judge said, “that 
this is an investment scheme 
which violates not only the letter 
and spirit of the South Carolina 
statute but is contrary to the pur 
pose and theory of life insurance.” 


Insurance Newspaper 
Ads Gain 28% 


June 6 — Insurance companies 


scored the second highest per- 
centage gain in national newspa- 
per advertising expenditures 
among the 23 major Media Rec- 
ords classifications in 1954, it was 
disclosed by the Bureau of Adver- 
tising, American Newspaper Pub- 
lishers Association 
With a total space investment 
of $10,952,000—a 28.6 per cent in- 
crease over 1953, newspapers ac- 
counted for more than 35 per cent 
of the insurance industry’s total 


advertising in the regularly mea- | 


sured media. The Bureau also 
pointed out that insurance adver- 
tising linage in the first quarter 
of 1955 ran 7.5 per cent ahead of 
last year, according to Media Rec- 
ords. 

General Motors Corp., boosting 
its 1954 newspaper advertising ex- 
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YOU SELLING 





























l WITH Vesterdap’s SELLING METHODS? 


lo do a successful selling job in today tighter, more competitive " 
urance market you need modern, up-to-date selling tools. Peerle 
gives you these tools with the “oncanizer” for selling complete insurance 
programs of Fire, Casualty and Bonding protection, and the “simp 
riek’, an easy method for handling all bonds 

These effective Peerle elling tool ive you tite ind energy by 
howing the most ellicient way to find and sell new prospects and 
increase your sales with present account Sest of all, Peerless selling 


tools leave nothing to chance or memory! Write today for full details! 
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KEENE, NEW HAMPSHIRE 


YOU DON’T LOSE YOUR GRIP! 


WE HOLD OUR AGENTS... 


The Northern is an Agency Company —first, last and always. Our Agents 
will always be our most important consideration. For intelligent, down- 
to-earth planning and cooperation that pays off—remember—you're 


never overlooked when you represent the Northern! 


The NORTHERN ASSURANCE has provided 


reliable insurance protection for over 119 years 
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penditure 13.5 per cent over 1953 
to an all-time high of $37,391,415, 
tops the list of 100 leading na- 
tional newspaper advertisers for 
the eighth consecutive year, the 
Bureau said. Ninety-three of the 
top 100 national newspaper adver- 
tisers spent a maximum of $1,000,- 
000 last year, and to have ranked 
among the top 100 required a 
newspaper budget of more than 
$922,532. 


June 7—A gain of 8.3 per cent 
was made during 1954 in total 
premiums earned by other than 
life insurance companies operat- 
ing in Canada under Dominion 
license. Premiums earned totaled 
$468.7 million, compared with 
$432.7 the previous year. 
Automobile insurance nudged 
fire insurance out of its traditional 
role as leader in other than life 
insurance. It now stands in first 
place in volume of business with 
$164.2 million premiums earned by 


Dominion licensed companies last 
year, about 11 per cent higher 
than in 1953. Loss ratio dipped to 
53.53 per cent from 57.11 per cent 
for the previous year. 

Fire insurance remained steady 
during 1954. Premiums earned 
showed a small gain over 1953 of 
about 3 per cent while the loss 
ratio was about 1 per cent higher. 

Premiums earned in all casualty 
lines totaled $164.6 million in 
1954, an increase over 1953 of 
10.5 per cent. The leader in the 
casualty field was combined acci- 
dent and sickness insurance. This 
class, which is comprised chiefly 
of group policies, made a gain 
over 1953 of 16.5 per cent in pre- 
miums earned, reaching a total of 
$83.3 million. However, during 
1954 there was a slowing down in 
the rapid rate of growth of this 
business. During the past five 
years premiums written, have 
jumped from $36.3 million in 1950 
to $84.5 million in 1954, an in- 
crease of 132 per cent. Loss ratio 
on this business remains high. 

Here is the experience in Can- 
ada of other than life insurance 
in 1954 and 1953: 


Other Than Life Insurance Experience in Canada 


Dominion licensed companies 


Net 


Premiums 


Earned 
$000 
Automobile 164 , 266 


Fire 139,832 


Casualty: 

Accident Personal 
Public tiabilit 
Employers’ Liabilit 

Combined Acc. & Sick. 

Aircraft 

Boiler 

Machinery 

Credit 

Earthquake 

Explosion 

Forgery 

Guarantee — Fidelity 

Surety 

Hail 


Inland transportation 
Live stock 
Personal property 
Plate glass 

Real property 
Sickness 

Sprinkler leakage 
Theft 

Water damage 
Weather insurance 
Windstorm 


7,959 


Total casualty ins. 


Total all classes 


1954 


1953 
Net Net Net 
Losses Premiums Losses 
Incurred Earned Incurred 
% $000 % 
53.53 148 ,034 57.11 
50.35 135,658 49.23 


47.56 
50.72 
38.71 
75.78 
50.41 
14.10 
49.56 
37.62 


37.06 
53.97 
39.40 
75.26 
37.49 
17.22 
16.41 


7,394 
12,092 
3,450 
72,402 


21.13 
16.30 
31.77 
17.45 
93.41 
49.45 
48.41 
47.76 
47.58 
29.36 
67.71 
14.45 
37.48 
11.14 
26.33 
112.08 


61.36 
56.10 


46.25 
43.22 
21.24 
82.60 
43.88 
67.60 
59.93 
53.61 
113.61 
42.53 
202.20 
53.33 
10.69 
105.71 
56.47 


63.10 
55.94 


June 7—A six-month policy on 

private automobile passenger 
liability with reduced premium 
and commission rates has been is- 
sued by the Sea Insurance Co., 
Ltd., represented in the United 
States by Chubb and Son. Ap- 
proved first in Connecticut, the 
policy aims to eliminate unneces- 
sary operating costs. 

It will be issued for cash and 
require a signed application. Also 
it will cover only one car. If the 
insured adds a car, he is auto- 
matically covered for 30 days and 
a new policy is issued to cover the 


new car. 


June 10 — The Reporting Form 

Service Office came into being 
today as a result of the consolida- 
tion of t'ie Multiple Location Ser- 
vice Office and the National Insur- 
ance Service Organization. These 
two groups will be dissolved as of 
June 30, leaving the Reporting 
Form office with 68 insurance 
groups, comprised of 176 com- 
panies, as charter members and 
seven companies as charter sub- 
scribers. 

The membership elected T. D. 
McCar! as manager of the new 
Office and H. F. Perlet as general 
counsel. The Governing Commit- 
tee elected H. W. Miller as chair- 
man of the Governing Committee, 
J. L. Erhardt as vice-chairman and 
appointed C. M. Close, treasurer. 


And In the Future 


June 26-July |—Seventh Annual Advanced 
Agency Management Conference, Grad- 
uate School of Business, Stanford Uni- 
versity, Calif. 

Aug. !-12—Twelfth CLU Institute, Uni- 
versity of Wisconsin, Madison, Wisconsin. 

Aug. 15-19—Fifth Institute of Life Insur- 
ance Marketing, Women's Quarter Mil- 
lion Dollar Round Table, Purdue Uni- 
versity, Lafayette, Indiana. 

Aug. 22-26—NALU National Convention, 
St. Louis, Missouri. 

Aug. 24—CLU Annual Meeting, St. Louis, 
Missouri. 

Aug. 24—Annual Conferment exercises and 
dinner, American College of Life Under- 
writers, St. Louis, Missouri. 

Sept. 15-16—Minnesota Association of In- 
surance Agents 58th Annual Convention, 
Hotel Kahler, Rochester, Minnesota. 

Sept 28-30—CPCU Annual Meeting, San 
Francisco, California. 

Oct. 17-21—43rd National Safety Congress 
and Exposition, Chicago, Ill. 

Oct. 18—Third Annual Conference of the 
Insurance Accountants Association of San 
Francisco, Sheraton-Palace Hotel, San 
Francisco, California. 
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need for a dual purpose organiza- 
one division continuing to be 


business, 


tion 
dedicated to the lumber 
and the other responsible for fur- 
ther developing general insurance 
business through local agents. 

To retain a coordinated company 
relationship, Mr. Ludwig 
lished a system of committee man- 


estab- 


agement, composed of an operating 
committee of four vice presidents, 
a general staff committee of fifteen 
representatives from the supervi- 
level of 
junior advisory 
representing the basic echelon of 


management and a 
fifteen 


sory 


board of 


the company operations. 

The first prerequisite of a suc- 
cessful company is harmonious re- 
lationship among staff members. 
The junior advisory board has ap- 
proached this objective by organiz- 
ing sunshine gift bowling, 
basketball and softball teams and 
other extra-curricular activities. A 
library with recommended reading 
is new to PLM, and this fall a series 
of training classes will be held for 
employees on a voluntary basis. 


clubs, 


Employee Benefits 


To further improve morale, 
health and security, Mr. Ludwig 
recommended a comprehensive em- 
ployee benefit program. This pro- 
gram hospitalization, 
health, group life insurance up to 
$20,000 completely paid for em- 
ployees by PLM, plus a contribu- 
tory retirement pension program. 

sefore making 
promotion or 


includes 


plans for in- 
creased advertising 

insurance 
business, President Ludwig decided 
to find out exactly what local agents 
want and need to do a better job of 
selling. So he went directly to the 
expert who knows most on that sub- 
ject—the local agent himself. 

Research men from Gray & 
Rogers, PLM’s newly appointed ad- 
vertising agency, 
surance agents in a nine state area 
From these 
information which the new 
programs were based. 

The survey pointed out the value 
of better field service and the need 
for educational material both in 


to advance its general 


interviewed in- 


interviews came the 


upon 
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advertising and in consumer direct- 


mail material. Surprisingly, way 
down the list of 


commissions 


wants was 
The over- 


agent 
increased 
powering majority of agents were 


more interested in receiving the 


tools to do a better job 

Once the facts had been gathered, 
analyzed and interpreted, a series 
of joint meetings were set up be- 
tween the advertising agency 


sonnel and PLM department heads 


From these meetings came a com- 
plete program of local and national 
advertising, of publicity and of pub 


lic and employee relations. 


Its Delight 


The first project to receive atten- 
PLM trademark. In 
impact to company 


tion was the 
order to add 
literature and advertising, the oak 
tree, which formerly was symmetr! 
cal in foliage and somewhat spindly 
in trunk, was given a robust and 
substantial appearance. 
Radiant around the 
which were stylish in the Gay "90s 
elements of 


lines tree 


were eliminated and 
were relocated and given ap- 
type. 


copy 
values in modern 


trademark 


propriate 
The new modernized 


PLM’s advertising impact but at 
Continued on page 40 


‘ 


in the summer at the 
Lake-Breeze Cooled 


EDGEWATER BEACH /Yo/c/ + Chicago 40 
offering a fabulous, new SUMMERTIME ATTRACTION 


A glamorous, outdoor Swimming Pool...complete with 
Cabanas...tennis courts...putting green... 

garden walks...shuffleboard...dancing 

under the stars on the garden 


terrace...the exotic 
Polynesian 
Village. 


A SONNABEND 
OPERATED HOTEL 
a¢ 


Hip 





zzz 
2 


ees 











5 








a 














MOTORISTS, 
“Come in as you ore!” 
Write Dept. “A” for Folder 


ENJCY YOUR VACATION. a weekend - a week +. a month 


ON THE SHORES OF 


JEFFERSON 
STANDARD’S 


BEAUTIFUL LAKE 


MICHIGAN 


Says:“The 4% interest now being 


Mir. 
A% 


paid on dividend accumulations 
makes it possible for Jefferson 
Standard contracts to offer a 
larger profit at maturity or retire- 


ment. Our policyholders receive 


a greater return for their premium 


Over $1.3 Billion 
Insurance in Force 


Jellerson 


LIFE INSURANCE COMPANY 





investment — 


yes, 4% interest 


makes a big difference.” 


Viandard 


Home Office Greensboro, MC 





What Can Be Accomplished 
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the same time the alteration pre- 
served the traditions of the symbol. 

A new schedule of local and na- 
tional advertising was developed. 
It placed emphasis on the educa- 
tional needs of local agents—infor- 
mation about new policies, better 
ways to sell and service mutual in- 
prevention sugges- 
These advertisements are 
periodically pamphlet 
form for use of local agents. The 
need for such their 
popularity can be best determined 
by the number of requests for re- 
Fifty thousand pamphlets 


surance, fire 
tions. 
reissued in 


service and 


prints. 
on business solicitation have been 
distributed throuzh individual re 


quests, 


Urgent Problem 


Perhaps the most urgent problem 
of any company which has under 
gone changes in management is to 
make these changes known, under- 
stood and appreciated, Such was a 
primary problem of Pennsylvania 
Lumbermens Mutual. 

President Ludwig again 
the direct approach. He personally 
wrote an eight page letter to each 
of PLM’s agents carefully explain- 
ing each move and asking for sug- 
gestions and cooperation. The re- 
were gratifying. Without 
exception returns from 795 PLM 
agents were enthusiastic about the 
contemplated changes. 

Getting the attention of other 
local insurance agents constituted 
the second and perhaps the most 
difficult problem. 

The national convention of the 
Mutual Ineurance Agents Associa- 
tion, held in New York last fall, 
afforded PLM an opportunity to get 
attention for these new programs 
from all mutual agents 

PLM’s advertising agency, Gray 
& Rogers, recommended the publi- 
cation of a daily newspaper at the 
convention, The paper, AGENT 
NEWS, covered all of the sessions 
at the meeting with feature arti- 
news stories, editorial com- 
ment and pictures. It was written 
in New York, produced over night 
in Philadelphia and distributed in 
New York before noon next day. 


made 


sults 


cles, 


A0 


To contact all local agents—not 
just those who attended the conven- 
tion—PLM mailed copies of the 
publication to the homes of all 
mutual agents. 

AGENT NEWS impartially com- 
mented on all convention activity, 
regardless of company affiliation. 
PLM’s only identification was a 
credit line in the masthead and a 
small one column ad on last page. 

As a result of the publication, 
PLM was the hit of the convention. 
President Ludwig was sought out 
and thanked by countless delegates. 
When the session was over, compli- 
mentary letters poured in to PLM 
from all over the country. The offi- 
cial publication of the National 
Association of Mutual Insurance 
Agents published an article thank- 
ing PLM and printed a coupon 
which members used to 
their thanks. 

Overnight PLM, already 
for its solidity, gained additional 


express 
noted 


reputation as a progressive insur- 
ance organization. 

Jecause of the widespread in- 
AGENT NEWS has been 
continued on a_ bi-monthly 
and plans have been made to again 
daily during the 1955 
mutual agents’ national convention. 

Improving general 
business through local agents re- 
quires a complete line of insurance 
in addition to the fire and allied 
lines formerly sold by PLM. 

During the past year, PLM has 
both the Homeowners 
policies and a complete line of In- 
land Marine insurance. Joseph E. 
Hyde has been appointed manager 
of the Inland Marine department: 

This past year has certainly 
proved to be a challenge. With its 
hurricanes, high fire 
losses and reductions in rates in 
many categories, it has been par- 
ticularly harrowing for insurance 
companies. In the general business 
department PLM’s losses’ were 
slightly above 50 per cent. They 
normally range in the 32-34 per 
cent bracket. Fortunately, there 
was a satisfactory appreciation in 
the stock portfolio and in interest 
income. 

After paying general business pol- 
icyholder dividends of $665,523.04, 
total dividends of $1,398,928.48 and 
Federal income taxes of $117,- 
661.72, PLM still was able to end 


terest, 


basis, 


publish it 


insurance 


introduced 


disastrous 


the year with an increase in surplus 
of $489,870.77. 

During the year the board of 
directors twice increased dividends 
to policyholders. And, as an incen- 
tive for increased general insurance 
business, a liberal contingent bonus 
commission schedule was 
lished for local insurance agents. 

The response of local agents to 
the progressive program has ex- 
ceeded PLM’s fondest hopes. In the 
first year 157 new agencies were 
appointed to handle PLM policies— 
compared to 17 new appointees dur- 


estab- 


ing the previous year. 

While it is impossible at the mo- 
ment to estimate the total increase 
in premiums which will result from 
these new agents, it will certainly 
be substantial. One of the new agen- 
cies alone has placed over $100,000 
in premiums. Since the Commis- 
sioner of Insurance approved writ- 
ing fire and allied lines of insurance 
in the Commonwealth of Puerto 
Rico, the PLM there has 
placed insurance on 450 individual 


agent 


homes, all built of concrete. 

It is possible to anticipate a large 
increase in premium income in the 
states of Georgia, Florida and Ala- 
bama where PLM is now operating 
through local agents. 


Occupancy Soon 


The work on the new Pennsyl- 
vania Lumbermens Mutual Insur- 
ance building is progressing rap- 
idly. The building, formerly the 
Ritz-Carlton Hotel in Philadelphia, 
should be ready for occupancy soon 

All in all it has been a most in- 
teresting year. While PLM is anx- 
ious to increase premiums, it must 
constantly strive to lower the loss 
ratio by a more careful selection of 
risks and to keep costs in line with 
good business principles. 

PLM is dedicated to a continuing 
program of aggressive sales. At the 
same time it will continue to service 
policyholders with non - assessable 
insurance and_ substantial divi- 
dends, paying losses promptly and 
providing the finest kind of protec- 
tion at the lowest sound cost. 

After one year it is apparent that 
PLM is moving forward rapidly. 
A dream—envisioned by Mr. Pel- 
string, conceived by Mr. Ludwig 
and executed by employees’ team- 
work—has become a reality. 
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Ad Series 


Continued from page 29 


collected from members. By Janu- 
ary of this year the first ad ap- 
peared in newspapers in Essex 
County, N. J. 

The campaign is probably the 
first that any property and casu- 
alty insurance company has de- 
signed especially for use by agents, 
with no mention of the company in 
the copy. Individual ads in the 
series are hard-hitting. 
difference in insurance is not a 
matter of cost,” 
big difference is service.” “You 
can’t bargain with disaster” pro- 
vides ammunition against low-cost 


“The big 


says one ad. “The 


insurance. 

From the acorn of this campaign 
is growing what appears to be a 
forest of oaks. As of May, 141 
agents, associations and individual 
agents have asked for mats or re- 
prints of the series for use in local 
Thirty thousand reprints 
have already been distributed in 
26 states. Six of the nine mats are 
ready now, the rest will be avail- 
able in the fall. 
use the mats can get the complete 


papers. 


Agents wanting to 


set at a cost of $15. Reprints are 
distributed free of charge by the 
Atlantic Companies. 

What do agents think of the 
campaign? Comments have come in 
from a variety of offices praising 
the series for a number of reasons 

From the executive secretary of 
a large state association in a letter 
“The 


board of directors heartily encour- 


to local agents’ associations 


ages the acceptance of this offer 
(Atlantic Companies offer to sup- 
ply mats at $15 per set) by as 
many local boards as can see their 
way clear to do so.” 

“Nice to 
(Insurance 


Large Chicago broker: 
see one of the larger 
company) groups supporting the 
brokers in such able fashion.” 

Pittsburgh agent: ‘““Many of us 
for a good many years have ad 
mired your (Atlantic) 
advertising program and policies, 
and your efforts to give direct con- 
crete assistance to the members of 
the American Agency System at 
this time are most commendable.” 

Charlotte, N. C., agent: “I have 
heard from some of the other com- 


companies’ 
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panies which are prominently em- 
phasizing the part of the agent in 
current advertisements. However, 
I notice that in all of the ads that 
have come to my attention, the 
company is as prominent, if not 
more so, than the agent. I still 
maintain that your company is the 
only one that makes absolutely no 
reference to the company and for 
that, I congratulate you.” 

From an Arkansas agent: “I 
think it is generous of your com- 
pany to offer these ads to agents 
as a gesture of a company doing 
business through the agency sys 
tem.” 

‘The best 
program of advertising for inde- 


From a Texas agent: 


pendent insurance agents that I 
have ever seen.” 


Ad Agency Praises 
From the ad agency for a large 
city agents’ association: (The cam 
paign) “is just what the doctor 
ordered. You 
thusiasm that has been generated 


can imagine the en 


regarding the program. The su 
cess to date measured in terms of 
making the public more agent-con 
scious has been exceptionally good 
To increase this succes com 
panies such as your offering 
assistance to the agent is of real 
value.” 

Miles F. York, president of the 
Atlantic Companies, sums up the 
whole project this way: “We feel 
that merely being in favor of the 
American Agency System is not 
enough. What agents need and 
in fact have frequently requested 

is direct, concrete assistance 
The ads we have had prepared for 
use by agents meet this need. Their 
purpose is to tell the public in 
language the public will read and 
of buy 


indepen 


understand, the advantage 
ing insurance through 
dent agents.” 

Main impact of this advertising 
drive will probably be felt later this 
year when more groups of local 
agents include this series in their 
Fall activities. Whenever it’s used, 
however, this ad series will give 
local agents a chance to emphasize 
the positive side of the present 
competitive situation. And even 
more important, it will give them 
another chance to speak out in their 
local communities through their 


local newspapers. 
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Appraisals for Correct 
Insurance Coverage and 
Proof of Loss 


Depreciation Studies 
Property Ledgers 


4413 Ravenswood Avenve 
Chicago 40, Illinois 
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These Names Make News 


PERSONNEL: Promotions 


Achievements, Retirements 


Edward K. Scribner has been elected presi- 
dent and member of the board of directors 
of Resolute Insurance, 


William 


has been 


MacLean 
elected 
executive vice presi- 
dent of National 
Union Companies. 


H Smith 


has been 


Hagan 
named 
executive vice presi 
dent of Midland 
National Life 


Ernest E. Newcombe 
elected 
secretary comp 
troller and a direct- 
or of Peerless Casu- 


has been 


alty, 


$ Westcott Toole 
has been elected a 
vice president of 
Prudential 


Bramble 


named 


Glenn C 
hos been 
vice president and 
secretary of Mary- 
land Casualty. 


COMPANY: Expansions 


Mergers, New Organizations 


George S. Van Schaick has been 
named chairman of the board of 
Security Mutual Life. 

J. Howard McGrath, former attor- 
ney-general of the United States, 
has been named to the board of 
directors of Union Casualty and 
Life. 

Norris C. Flanagin has been elect- 
ed executive vice president of 
Lumbermens Mutual Casualty 
and American Motorists. He was 
formerly in charge of the adver- 
tising and business extension 
department of the companies. 

Charles J. Haas has been named 
executive vice president of the 
Marine Office of America. 

Arthur Long has been 

named executive vice president 


Trescott 


and administrative assistant for 
casualty and surety operations 
of Manufacturers Casualty. 

Owen R. Cheatham, president of 
Georgia-Pacific Plywood Co., 
has been elected to the board of 
directors of Prudential. 

Wade Payne, Dallas, Texas, and 
C. I. Adkisson, Dothan, Ala- 
bama, have been named to the 
board of directors of The 
Praetorians. 

Lon Duckworth, vice president 
and general counsel, and Bruce 
Batho, vice president and actu- 
ary, have been named directors 
of Life of Georgia. 

U. Boyer, vice president and 
general manager of the Provin- 
cial Bank of Canada, has been 
elected a director of Crown Life. 

John C. Robbins, Jr., has been 
elected to the board of directors 


of American Investors Life. 

Peter Paul Miller has been elected 
a member of the board of direc- 
tors of Agricultural and Empire 
State Insurance Cos. Mr. Miller 
is a vice president and director 
of the National Dairy Products 
Corp. 

John H. Armbruster, president of 
John H. Armbruster & Co., has 
been elected a director of Para- 
mount Fire. 

Guy T. Warfield, president of the 
Warfield-Dorsey Co., Baltimore, 
Md., has been elected a director 
of Excelsior. 

Arthur T. Leonard, president, City 
National Bank & Trust Co. of 
Chicago, has been elected a di- 

Lumbermens Mutual 

Casualty and American Motor- 


rector of 


ists. 

Manning W. Heard, first vice pres- 
ident and general counsel of the 
Hartford Accident and Indem- 
nity, has been elected chairman 
of the American Insurance Asso 
ciation. 

Pierce P. Brooks, president of Na- 
tional Bankers Life, has been 
elected president of the Na- 
tional Association of Life Com- 
panies. 

Kenneth E. Black, president of 
Home Insurance, has been elect- 
ed president of General Adjust- 
ment Bureau, Inc. 

James Scott Kemper, chairman of 
Lumbermens Mutual Casualty, 
and other companies in the 
Kemper Insurance group, has 
been elected a trustee of the 


Continued on page 44 
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This Proven Plan 
; When you sell a client individual policies 
fala g-lehy- your that do not fully protect him 


he is only a part-time client. Make him a 


he] (= Volume al full-time client by selling him an American 


Family Protection Plan that cevers all of 


helps you sell By his important risk 


The dramatic pictorial aids and simplified, 


Complete Protection 


tell-all charts in the American Family, 


Protection Plan help you do this. This book 


to existing 


let graphically shows your prospect the 


risks he and his family face. It highlights the 


accounts | “holes” in his present coverage. It tells him 


forcefully why he needs complete coverage 
now. It suggests a complete insurance plan 


tailored to his means and precise needs. 


Put this profitable 
imerican Family 
Protection Plan 
to work for you. 
Mail the coupon 
below now for 


free details. 





tie diac! 


THE AMERICAN INSURANCE GROUP ‘ublic Relations Dent. ¢ 
> Washington Street, Newark, N. J 


‘ 
‘ 
‘ 
' Send me free information on stepping-up my sales volume 
‘ 
‘ 


with the profitable American Family Protection Plan 
= cy} 
Newark 1, New Jersey 


THE AMERICAN INSURANCE CO. + BANKERS INDEMNITY INSURANCE CO. 
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How many sales have you failed to make, or 
how many accounts have you lost, because you knew little 
or nothing about your prospect's or customer’s business 

and its problems? 


Added emphasis to this well- 
AVIATION known sales deterrent was 
given ina recent survey among 
buyers by a national research 
organization. 

To help Royal-Liverpool 
producers gain a better insight 
into their prospect’s and cli- 
ent’s business, a new 

INFORMATIVE SERIES 
is being made available. Pub- 
lished bi-monthly, the first in 
the series covers the Aviation industry. All the pertinent 
information about various industries is capsuled for quick 
reading and reference. Now... Royal-Liverpool producers 
will be better able to 


Talk the insured’s language 
Know the insured’s problems 
Widen their scope of prospects 
Know the ins and outs of profitable accounts 
they can acquire — with LITTLE EXTRA WORK! 


Make sales...save sales...with a company of the 


ROYAL: LIVERPCO 


% 
) , Jnswranece Group 4 
CASUALTY + FIRE * MARINE>+ SURETY 
150 WILLIAM ST., NEW YORK 328, N. Y. 
ROYAL INSURANCE COMPANY, LTD. © THE LIVERPOOL & LONDON & GLOBE INSURANCE COMPANY LTD. © ROYAL INDEMNITY COMPANY 
GLOBE INDEMNITY COMPANY © QUEEN INSURANCE COMPANY OF AMERICA © NEWARK INSURANCE COMPANY © STAR INSURANCE 


COMPANY OF AMERICA + AMERICAN AND FOREIGN INGURANDE COMPANY + THE BRITISH & FOREIGN MARINE INSURANCE 
COMPANY (1D. © THAMES & MERSLY MARINE INSURANCE COMPANY, LTD. © VIRGINIA FIRE & MARINE INSURANCE COMPANY 
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National Industrial Conference. 

James B. Clancy, president, Royal- 
Liverpool Insurance Group, has 
been named president of the In- 
surance Accounting and Statis- 
tical Association, 

Malcolm M. Dickinson has been 
appointed resident vice presi- 
dent for Europe for the Insur- 
ance Company of North Amer- 
ica Companies. His headquar- 
ters are at the Hague, Holland. 

Robert W. Anderson has been 
elected a vice president and 
chief investment officer of 
Northwestern National Life. 


ie. | 


Blanton W. Burford 
has joined Western 
States Life as vice 
president. 


eee 

Raymond D. Shepard has been 
elected financial vice president; 
Elmer H. Hardebeck, vice presi- 
dent and actuary; John W. 
Weber, vice president, mortgage 
department; B. Hollon Smith, 
vice president, bond depart- 
ment; John D. Brundage, ad- 
ministrative vice president of 
3ankers National Life. 

Albert C. Windolf has been elected 
treasurer of Bankers National 
Life. He was formerly assistant 
treasurer. 

George England has been named 
vice president and general coun- 
sel; Richard A. Evans, vice pres- 
ident and chief underwriter; 
and Robert Briggs, vice presi- 
dent and controller of Freedom 
Insurance. 

J. L MacLaren has been elected 
vice president of Halifax Insur- 
ance. 


John H. Whorf has been named 


vice president of Lumber Mutual 
Fire. 

Francis E. Rothwell has _ been 
named first vice president of 
Lumber Mutual Fire. 

William L. Greenway has been 
named vice president and secre- 
tary of Paramount Fire. 


THE SPECTATOR 





Warren P. Knowles, New Rich- 
mond, Wisconsin, attorney, has 
been elected a member of the 
board of directors of North Cen- 
tral Life. 

Kenneth J. Bidwell has _ been 
named deputy U. 3. manager of 
London Assurance and executive 
vice president of Manhattan 
Fire & Marine. He was formerly 
assistant U. S. manager of the 
London and vice president of 
the Manhattan. 

V. C. d’Unger has been appointed 
reinsurance secretary of Lincoln 
National Life. 

Allan D. MacKinnon has been ap- 
pointed executive director, group 
insurance, of Prudential. He 
was formerly sales manager in 
charge of the company’s East- 
ern regional group operations. 


John W. Clarke has 
been elected a vice 
president of Pan- 
American Life. 


Andrew M. Rollins has been named 
director of group creditors’ in- 
surance of Prudential. He was 
formerly associate director of 
consumer credit insurance. 

Herman PD. Tracey and Charles B. 
Norton have been named super- 
intendents of agencies of Cen- 
tral Standard Life. 

Herbert J. Prouty, assistant super- 
intendent of agencies Life, Ac- 
cident and Health Agency de- 
partment of The Travelers, has 
been appointed to the newly 
created post of superintendent 
of general agencies. 

Gerald R. Heath and Walter J. 
Sweeney have been appointed 
assistant U. S. managers of 
Pearl Assurance. They also be- 
come vice presidents of Mon- 
arch Fire and Eureka-Security 
Fire and Marine. 

John F. Idler and Joseph W. Sar- 
gent have been appointed assis- 
tant managers of London Assur- 
ance and vice presidents of Man- 
hattan Fire & Marine. 

Howard W. Channell has been ap- 
pointed agency supervisor for 
Republic National Life. 

Continued on page 46 
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For Our Customers 


on the WEST COAST 


Announces 


These EXPANDED Facilities: 


BOOKS 


The Western Underwriter is now the exclusive West 
Coast agent for all books published by THE SPECTATOR. 
This full line of: 


Fire, Casualty, Life and A&H Annual Statistical 
Charts 


Life Yearbook, Handy Guide, Compendium 


Insurance Textbooks, and many others 
is now stocked in the offices of The Western Underwriter 


at: 
San Francisco: 215 Leidesdorff St. (Zone 11) 


Los Angeles: 548 S. Spring St. (Zone 13) 


ADVERTISING 


R. J. Birch and Larry Jackson now represent THE SPEc- 
TATOR on the West Coast. They have full information on 
advertising rates, contracts, and THE SPECTATOR’S special 
market studies for advertisers. They have offices at: 


Los Angeles: 3156 Wilshire Blvd. (Zone 5) 
San Francisco: 300 Montgomery St. (Zone 4) 
—— 
For country-wide, full coverage insurance service, 


THE SPECTATOR is your best publisher 








REELECTED OFFICERS OF NATIONAL BOARD OF FIRE UNDERWRITERS chat 
with Walter Williams, U. S. Undersecretary of Commerce, at Boord'’s 89th Annual 
Meeting held recently. They are, left to right: Barry Truscott, Camden Fire, secre- 
tary; J, C. Hullett, Hartford Fire, vice president; Mr. Williams; J. Victor Herd, Con- 
tinental Insurance, president; D, R. Ackerman, Great American, treasurer: and L. A 
Vincent, general manager. 





NEWLY NAMED VICE PRESIDENTS OF AMERICA FORE GROUP include: upper 
row, left to right: James D. Culpepper, vice president of four fire companies; Thomas 
D. Hughes, vice president of fire companies; Erwin H. Luecke, vice president of all 
companies in group. Lower row, left to right: Robert H. Nicholls, vice president of 
The Fidelity & Casualty Co.; Melford J. Pitre, vice president of The Fidelity & Casu- 
alty Co.; Walter U. Westcott, vice president and personnel director. Messrs. Cul- 
pepper, Hughes, Nicholls, and Pitre will continue to head their present departments. 





GEORGE A, COLE, left, 
has been promoted to di- 
rector of the newly created 
Division of Policyholders 
Accounts of Mutual of 
New York. 


E. C. GILL, right, presi- 
dent of Canada Life As- 
surance, has been elected 
president of the Canadian 
Life Insurance Officers 
Association. 
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Ralph E. Wilson has been named 
agency secretary of Central 
Standard Life. Mr. Wilson was 
formerly with Travelers. 

A. Harrison Crane si2s been pro- 
moted from assistant secretary 
to secretary of the Travelers. 

Frank A. Christensen, president of 
the America Fore Group, has 
been awarded an honorary Doc- 
tor of Laws degree from Ford- 
ham University. 

A. Ross Poyntz, president of Im- 
perial Life of Canada, has been 
elected president of the Domin- 
ion Mortgage and Investments 
Association. 

Charles G. Dougherty, second vice 
president of Metropolitan Life, 
has been elected president of the 
Association of Life Insurance 
Counsel. 

Joseph F. Matthai, chairman of 
the board of United States Fidel- 
ity and Guaranty, died recently. 

Great Atlantic Life has asked the 
SEC to approve registration of 
108,000 shares of Class A non- 
voting common. stock. Shares 
would be $3 each with net pro- 
ceeds to be used to increase cap- 
ital and paid-in surplus of the 
company. 

Old Republic Credit Life has an- 
nounced a name change to Old 
Republic Insurance Company. 

Mill Owners Mutual Fire has an- 
nounced a name change to Mill 
Owners Mutual Insurance Co. 

State Capital Insurance, National 
Automobile & Casualty, Califor- 
nia and Estate Insurance have 
been elected to membership in 
the Interbureau Insurance Ad- 
visory Group. 

Baloise Marine has acquired a ma- 
jority share interest in the Com- 
pagnie Havraise d’Assurances 
Maritimes & Terrestres. The 
share capital of the company 
amounted to ffrs. 24,000,000. 
With the backing of Baloise Ma- 
rine, it totals ffrs. 100,000,000. 

Washington National has recom- 
mended to stockholders that the 
capital stock of the company be 
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increased from $10,000,000 to 
$15,000,000. Funds will be trans- 
ferred from the surplus account 
to capital stock account. 

David Crockett Life Insurance 
Company of Fort Worth has 
been formed as an old line legal 
reserve company with $100,000 
capital and $50,000 surplus. The 
company will write life and an- 
nuity policies, credit life poli- 
cies, and educational and sav- 
ings plan policies for children. 

Potomac Insurance Company of 
the District of Columbia has be- 
come associated with the Bureau 
of Accident and Health Under- 
writers. 

American Insurance has entered 
the Union of South Africa to 
transact fire, marine and casu- 
alty business. (SPECTATOR’S 1955 
FFA rating: AAAA, A+, A+.) 


Montague H. Zink 
has been elected 
treasurer of Peer- 
less Casualty 


Phoenix Mutual Life has entered 
the salary savings field, concen- 
trating on small businesses and 
professional groups. 

DIVIDENDS: Quarterly Ameri- 
can Surety, $.75 a share payable 
July 1 to stock of record June 
10. Home Fire & Marine $.40 a 
share payable June 15 to stock 
of record June 6. Glen Falls, $.50 
a share payable July 1 to stock 
of record June 13. Maryland 
Casualty, $.35 a share payable 
July 20 to stock of record June 
24. 

Other American Re-Insurance, 
$.25 a share payable June 15 to 
stock of record June 3. Standard 
Accident, $.45 a share payable 
on June 3 to stock of record 
May 23. 

Lumbermens Mutual Casualty and 
American Motorists have an- 
nounced an increase of 50 per 
cent in policyholders dividends 
on liability policies developing 
up to $500 premium. This does 
not apply in Connecticut, New 
Jersey and New York. A 15 per 
cent dividend was also an- 
nounced for all liability policies. 
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remind you, youn lady' ldn't help 
but interrupt him. "Oh, ‘ve got other 
good companies, it | ly, Mr », PLM i 
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self you're always talking capacity. Last week 
we sent them the big Walker plant and today the 
policy on Mrs. Johnson's home. ‘No risk too 
large and none too smali,' they say and they 
seem to mean it. Shall I. " "Re, let i 
ride, Ellen. I like PLM myself, but, er 

remember now!" And then he smiled and then I 


felt better ‘Night, Diary 
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tax analysis... 








By FORREST L. MORTON 
Consultant, Advanced Underwriting, Gulf Life 


Liability of Life Insurance Proceeds 
for Income Tax 


T is a rare case when the Com- 

missioner of Internal Revenue 
is successful in convincing the 
courts that a widow should be made 
liable for the unpaid income taxes 
of her deceased husband to the ex- 
tent of life insurance proceeds that 
she receives by reason of his death. 
However, the United States Court 
of Appeals for the Fifth Circuit 
has recently held a widow-adminis- 
tratrix so liable—not because she 
was a transferee, but because she 
used all of the other assets of the 
estate for the purpose of paying 
estate taxes, 

This decision was handed down 
on May 4, 1955, in the case of the 
United States of America, Appel- 
lant v. Lynne Marx Gilmore, form- 
erly Lynne Marx Knauer, Appellee, 
on appeal from the United States 
District Court for the Southern 
District of Florida. The majority 
decision was written by Circuit 
Judge Rives, in which Circuit 
Judge Tuttle concurred, but from 
which Chief Judge Hutcheson dis- 
sented, 

The facts in the case are stated 
as follows: “Francis A. Knauer 
died on January 14, 1945. His 
widow was appointed administra- 
trix of his estate on February 6, 
1945. His estate other than insur- 
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ance amounted to $7,954.65. At 
the time of his death, he held life 
insurance policies upon which he 
had paid the premiums and which 
then had a cash surrender value of 
$9,227.98. His widow was the 
designated beneficiary with the 
right retained by the insured to 
change the beneficiary. The insur- 
ance also inured to the widow by 
virtue of the Florida statutes. The 
proceeds of insurance in the amount 
of $90,838.31 were paid to or for 
the benefit of the widow. Estate 
taxes were paid in the amount of 
$11,201.01 before the widow knew 
of any liability for her deceased 
husband’s unpaid income taxes. In 
paying such estate taxes, the assets 
of the estate, other than any claim 
on life insurance, were exhausted 
and the widow used in addition 
some personal assets. On Decem- 
ber 19, 1947, the United States 
assessed deficiency assessments 
against the estate for deficiencies 
in the income taxes due from the 
deceased for the year 1943 in the 
amount of $3,858.17, and for the 
year 1944 in the amount of $1,- 
596.47. This suit is for the re- 
covery of such deficiency assess- 
ments in income taxes of the de- 
ceased husband.” 

The question to be decided was 


whether the widow-administratrix 
was liable for the payment of the 
unpaid income taxes of her de- 
ceased husband when, as adminis- 
tratrix, she had exhausted the as- 
sets of the estate, other than life 
insurance, in payment of federal 
estate taxes prior to knowledge of 
liability for income taxes. There 
were two grounds urged upon which 
it was claimed that she was liable: 
(1) that the life insurance proceeds 
were subject to being applied to 
payment of the estate taxes there- 
by leaving enough other estate for 
the payment of the income tax; 
and (2) that the widow was liable 
for the income tax as a transferee, 
at least to the extent of the cash 
surrender value of the insurance. 
The majority decision held that 
she was liable in the first ground, 
but not on the second. 


Majority Opinion 

Excerpts from the majority 
opinion which indicate the reasons 
for arriving at such a decision, fol- 
low: 

“If the liabilities for both in- 
come taxes and estate taxes had 
been known at the time of dece- 
dent’s death, it could hardly be 
argued that the Government should 
be prevented from collecting de- 
cedent’s income taxes merely be- 
cause the administratrix chose to 
pay the estate tax first. A con- 
sideration of the legal significance 
of the sequence of events will 
demonstrate, we believe, that since 
such liabilities actually existed on 
the date of decedent’s death, and 
no superior rights intervened, it 
is not material that either or both 
of such liabilities were discovered 
later. In 1943 and 1944, Knauer, 
now deceased, received income from 
which his liability for income tax 
arose. Such liability ripened into 
indebtedness to the Government 
when Knauer filed his returns. It 
is immaterial that the deficiencies 
were not discovered and assessed 
by the Government until 1947... . 

“It follows that on January 14, 
1945, just before he met his death, 
Knauer was indebted to the Govern- 
ment in the amount of $5,454.64, 
the sum of his deficiencies in in- 
come taxes for the years 1943 and 
1944, thereafter determined. At 
that time, just before Knauer’s 
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death, the cash surrender value of 
his insurance policies could be sub- 
jected to the payment of his income 
tax indebtedness to the Govern- 
ment. That is conceded by the ap- 
pellee .... The cash surrender 
value of the insurance policies just 
before Knauer’s death amounted to 
$9,227.98, more than enough to pay 
the indebtedness then owing to the 
Government of $5,454.64. That in- 
debtedness had priority if Knauer 
was insolvent, . . . but actually 
such cash surrender value was also 
enough to discharge his then in- 
debtedness in the amount of $1,- 
407.88 to others than the Govern- 
ment. In addition, Knauer at that 
time owned other property amount- 
ing to at least $7,954.65. There 
can be no doubt that if Knauer had 
returned the correct amounts of his 
income taxes for 1943 and 1944, 
those amounts would have been 
paid, if not out of his earnings, 
then out of his properties. 
“The widow, then, 
Knauer’s estate, as if it were sub- 
ject to two indebtednesses to the 
Government, one for income taxes 
accrued prior to his death and the 


received 


other for estate tax attaching as of 
the date of his death. Both Gov- 
ernment indebtednesses had prior- 
ity over all other debts of the 
estate,... There were, at the time 
of his death ample assets of the 
estate, other than the proceeds or 
cash surrender value of the insur- 
ance, to pay such accrued income 
taxes—$7,954.65 with which to pay 
$5,454.64. 
sets were sufficient also to pay the 
other estate debts, $1,407.88, with 
the exception of the estate tax 


In fact, such other as- 


Reason for Tax 

“The liability for estate tax was 
brought about by reason of the in- 
clusion in the estate of the proceeds 
of life insurance payable to the 
widow. The appellee concedes 
‘we readily admit that the in- 
clusion of the insurance created 
liability for estate taxes of $11,- 
201.01.’ . . . The widow, as ad- 
ministratrix, was entitled to re- 
cover from herself personally, and 
she was personally liable for such 
portion of the total estate tax as 
the proceeds of the policies bore 
to the sum of the net estate and the 
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amount of the exemption allowed in 
computing the net estate . o 

The dissenting opinion written 
by Chief Judge Hutcheson appears 
to contain much more logic and 
reason than does the majority 
opinion. Excerpts from his dis- 
senting opinion follow: 

“The majority opinion has not 
decided the sole question presented 
and decided below and argued here 
and on briefs, whether the appellee 
was liable as a transferee... It 
has, however, found the judge in 
error on a theory of its own, not 
considered or put forward either 
by the parties or the trial court, 
and, in my opinion, not within the 
compass of the issues raised or 
tendered below or here. Because 
this is so, I have concluded to pre- 
sent the case and give my opinion 
with respect to it as it was pre- 
sented and decided below and come 
and was presented here for deci- 
sion, reserving for the foot of my 
opinion my comments upon the 
theory upon which my 
have put the judge in error and 
reversed his judgment 

Continued on page 50 


brothers 





Tax Analysis 


Continued from page 49 


“Brought by appellant, plaintiff 
below, against the appellee, de- 
fendant below, the widow and ad- 
ministratrix of Francis Knauer, de- 
ceased, the suit involved deficien- 
cies in his individual income taxes 
for the year 1943 and 1944. 

“The claim was that the defend- 
ant had received from her deceased 
husband, under circumstances ob- 
ligating her as transferee to pay 
the deficiencies, proceeds of life in- 
surance policies, payable to her as 
beneficiary, sufficient in amount to 
discharge them. 

“The defense was a denial that 
she had received any assets per- 
sonally from her deceased husband 
or his estate, and an affirmative 
plea: that the policies of insurance 
were payable to her as beneficiary; 
that her husband had died without 
undertaking to exercise any con- 
trol over the policies; that any 
right that he may have had in and 
to them prior to his death had ex- 
pired with it; and that, therefore, 
she could not ‘be held liable as 
transferee of the proceeds or any 
part thereof, 


Defendant's Favor 


“Tried by the court without a 
jury on facts which were stipulated 
or undisputed, there were findings 
of fact and conclusions of law, a 
a judgment in favor of defendan 

“Appealing from the judgment, 
the United States is here urging 
that the judgment was wrong and 
may not stand. 

“l cannot agree. On the con- 
trary, I think it clear, that the de- 
fendant did not receive from the 
deceased either the proceeds of the 
policies as a whole or the cash sur- 
render value thereof; or any part 
of the property of his estate; that 
all of these proceeds, under the 
controlling Florida statute, inured 
exclusively and directly to her; and 
that she was not obligated, as 
transferee of property of the de- 
cedent, within the meaning of the 
invoked statute, to pay the deficien- 
cies. 

“As to the meaning and effect of 
the Florida statute, this court .. . 
has given effect without varying to 
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the decisions of the Florida courts, 
holding that, where under the 
Florida statute the wife is the 
beneficiary, the proceeds of life in- 
surance policies do not pass to the 
executor or administrator of the 
insured’s estate but inure to the 
benefit of and go directly to the 
beneficiary. This court... early 
held that whether or not one is ob- 
ligated as transferee to pay the 
tax of another is governed by the 
law of the state where the transac- 
tion occurs and that where the 
transfer under state law would not 
be impeachable as to creditors, it 
would not be as to the United 
States .. s+ 

“The law standing thus, if the 
law as established in Florida and 
in this circuit is followed, the de- 
fendant was not a_ transferee 
within the meaning of the invoked 
section as to the proceeds of the 
policy, including the cash surrender 
value, because she did not receive 
the proceeds or any part thereof 
from the decedent but directly un- 
der the statute law of Florida. If, 
on the other hand, .. . it be held 
that the defendant was transferee 
as to the cash surrender value of 
the policies, though not as to the 
balance of the proceeds, it must, 
since there was no proof that the 
decedent was insolvent at his death 
but, on the contrary, the evidence 
showed that he was solvent, be held 
that no liability as transferee was 
imposed upon her. I think it is 
quite plain, therefore, that the de- 
fendant was not a transferee; that 
in no event could the United States 
prevail against her as such; that 
the conclusion of the judge, that it 
was not, was right; and that this 
being so, the judgment must be 
affirmed. 

“And now for a word or two with 
respect to the theory upon which 
the majority predicates liability, a 
theory, as I understand the matter, 
not heretofore advanced in this or 
any other similar case. 

“This theory is that Section 
826(c) imposes upon recipients of 
insurance, the value of which has 
been included under Section 811 in 
the gross estate of the decedent, 
an obligation in favor of the United 
States, or for that matter of any 
other creditor, to pay into the 
estate a proportionate amount 
thereof, such that if they do not 


pay it in, the United States, or for 
that matter any other creditor, can 
compel them to do so to the extent 
necessary to satisfy an unpaid debt 
of the estate. As sought to be ap- 
plied here, this supposed obliga- 
tion exists, though the United 
States has already received out of 
the assets of the estate, plus a con- 
tribution by the insurance bene- 
ficiary, sufficient to make up the 
difference between the value of the 
assets and the claim for estate 
taxes, payment in full of its claim 
for estate taxes, the only claim to 
which Section 811 applies. 


One Viewpoint 


“No language in the section in 
terms affording the United States 
or other creditors the remedy 
claimed is pointed to by my broth- 
ers. Their view seems to be that 
if the United States and the de- 
fendant had been aware, before the 
estate taxes were paid, of its claim 
for the income tax, much later as- 
sessed and asserted, payment of the 
income tax would have been first 
demanded and made, and _ the 
United States would then have 
been in a position to invoke and 
would have invoked, for the pay- 
ment of its unpaid estate tax claim, 
the provisions of Section 811(g) 
(2). 

“Proceeding on this assumption, 
the majority argues in effect that 
what was actually done must be 
disregarded and the situation must 
be viewed on a what ought to or 
might have been done basis. In 
short, the estate taxes must be re- 
garded as unpaid, the money of 
the estate which was actually used 
to pay them as not so used, and as 
remaining in the estate for appli- 
cation to the payment of the income 
tax and to the extent that the estate 
tax would under this assumption 
remain unpaid, the obligation of 
the beneficiary to pay, imposed by 
Section 811(g), would be still exist- 
ing and enforceable. 

“If, however, there is one propo- 
sition in tax law which has been 
and remains settled, it is that taxes 
go not on what ought to or might 
have been done, but on what ac- 
tually was done, whether the re- 
sult ... Was an apparently unjust 
and heavy burden on the taxpayer, 
or, as is claimed here, imposes a 
loss upon the government. 
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“Another basis seems to be that 
the United States which has re- 
ceived full payment of its estate 
taxes and which therefore had no 
claim for estate taxes to satisfy, is 
somehow subrogated to, or entitled 
to exercise, the right accorded the 
executor of the estate, when he has 
paid the estate tax in full and 
where, as here, the decedent has 
not provided otherwise to enforce 
contribution from the beneficiary. 

“With deference, all of these 
ideas are based not upon reality 
but upon a hypothesis. The plain 
and simple facts here are that the 
United States has no claim for 
estate taxes and is in no position 
to invoke any of the rights or 
remedies accorded to anyone with 
respect to them. It has only a 
claim for income taxes and... a 
claim based upon Section 811(g) 
does not extend to the collection of 
income taxes but is limited and ap- 
plies only to unpaid estate taxes. 

“Finally and generally, the ma- 
jority apparently proceeds upon the 
theory that it was the duty of the 
widow to collect from herself and 
pay into the estate the amount of 
the estate tax attributable to the 
inclusion of thew‘insurance policies 
in the estate, though at the time 
the estate tax was settled there was 
nearly sufficient money in the estate 
to pay those taxes and there was no 
other claim or debt being asserted 
by anyone, including the United 
States, against the estate. This 
seems to me to be applying with a 
vengeance to the widow and the 
insurance provided by the husband 
for her protection, and under the 
Statutes of Florida inuring directly 
to her, the principle that nothing is 
certain but death and taxes.” 
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By ERVIN L. HALL 


Partner, Davis and Hall Investment Management 


The Virus of The Ego is Stirring Again 


AY back in the days when 

financial tycoons dominated 
the market place, a man named Ed- 
gar Lawrence Smith wrote a book 
entitled “Common Stocks as Long 
Term Investments.” He ably pre- 
sented his case with facts and fig- 
ures and for a while received con- 
siderable acclaim. Unfortunately 
his timing, in issuing his treatise, 
was not of the best. The stock 
market had been booming along at 
a rate that caused your favorite 
newsboy, when slapping the even- 
ing paper under your arm, to say 
“Another ten points in steel, Mis- 
ter.” We all felt like millionaires 
and the morrow only added to the 
ego, 


In the Twenties 


That—as you may have guessed 

was in the wonderful, exhilarat- 
ing twenties, with emphasis on the 
years 1927 to 1929. 

Today signs are beginning to ap- 
pear that we are again getting up 
steam for another’ enthusiastic 
build-up of the ego. 

Naturally the first reaction to 
such a statement will be that times 
and conditions are different. That 
is true. Conditions always are dif- 
ferent in different eras. In 1929 
manipulation and speculation were 
comparatively free of restraints. 
Today margin requirements are al- 


ready stiff. The Securities Ex- 
change Commission has rules and 
influence, and the growth of invest- 
ment funds has added a profes- 
sional touch that was of minor im- 
portance in 1929. 

But in our present prosperous 
era as in the boom periods of the 
past three is an all pervading force 
that is ever present—the human 
desire to speculate. No amount of 
legislation or fatherly advice will 
keep it dormant for long. It is 
there, bubbling under the surface, 
and good times gradually bring it 
into the open. 

The insidious part of this virus 
of speculation is that it spreads 
near and far and works itself in 
time into the most conservative 
quarters. Thinking becomes warped 
through the psychological behavior 
of the majority and long term plan- 
ning becomes confused with short 
term opportunities. 

Now Mr. Smith, in his treatise, 
was pointing out the rewards pos- 
sible from long term investing in 
common stocks. And, it must be 
pointed out, if his plans had been 
put into action even in 1929 the 
results would have been satisfac- 
tory for the simple reason that 
sound and well managed companies 
with production geared to the needs 
of the times, will come through a 
recession or depression and con- 
tinue to pay dividends to stock- 


holders. A good example is Gen- 
eral Mills. This company has paid 
dividends consistently since 1898 
and besides has never reduced a 
dividend rate once established since 
1930. 

The possibilities in long term in- 
vesting do not mean that the se- 
curities of well run companies do 
not fluctuate. They do and often 
drastically, but on a long term 
basis good securities have a value 
that will eventually assert itself. 
It was with these long term values 
that Edgar Smith was primarily 
concerned. However, this long 
term planning was not given much 
thought in 1929 or even in 1937 and 
1946 when heavy liquidation got 
underway. Nor for a number of 
years thereafter. 

Today, long term plans are fol- 
lowed by most professional invest- 
ors; that is, the managers of in- 
surance funds, pension and mutual 
funds, fiduciary funds and the siz- 
able number of personal trust 
funds. In the aggregate such 
funds hold large amounts of stocks, 
so large in some cases that to liqui- 
date would take time and patience. 
One reason advanced against a 
drastic stock market decline is that 
large blocks of stock are in strong 
hands and will not be liquidated. 
That may be true but is still to be 
proven under adverse economic and 
financial conditions. 


Common Stocks 


Leaving the professional investor 
and his long term plans for the 
moment, let’s look at the other side 
of the coin. Here we find the gen- 
eral public awakening to the pos- 
sibility of riches in common stocks. 
It is daily being impressed, through 
television and radio, special ex- 
hibits and newspaper advertising 
by the value of stock ownership. 
The June issue of Good Housekeep- 
ing carries a lead article entitled 
“Stock Market Guide for Women.” 
The mail is full of circulars, letters 
and advertising matter on every 
conceivable service, method and ad- 
vice on how to invest. 

All this is not necessarily bad but 
it is certainly providing fertile 
ground in which to nourish the 
virus of speculation and the public 
is still a potent force in the market. 

The enthusiasm, reminiscent of 
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the prosperous periods, is begin- 
ning to build up and although it 
may not reach the feverish stage, a 
moment’s thought on the human de- 
sire to speculate makes it difficult 
to believe otherwise. Mechanical 
controls by the government can 
have some temporary sobering ef- 
fect. The recent Fulbright-Senate 
investigation and the raising of the 
margin 
short period of time are good ex- 
amples. A real boom in the past, 
once it got underway, was not much 
with 


requirements twice in a 


impressed mechanical  re- 
straints. 

So we have one group, the pro- 
another 


fessional investors, and 


group consisting of the _ profes- 
sional speculator, short run traders 
and the generally ill informed 
public. 

The real danger in a speculative 
spree getting underway is that it 
could be harmful to the entire coun- 
try. It could set off unwise busi 
ness practices, such as excessive ac 

inventories The 
investors 


cumulation of 
judgment of 
warped in the process as the specu- 


could be 


lative virus wiggles itself under the 
skin of normally sane people. When 


the excesses reach a climax, to 
count on professional fund buying 
to keep the boom going is to forget 
that the professional is supposed 
Under 
much 


to give weight to values 
speculative excesses not 
weight is given to value. Every 
one expects some other market en- 
thusiast to pay him ten points more 
That 


carries the 


for the stock in a short time 
expectation is what 


game forward 


Harmful Lack 


The professional is not going to 
pay just any price even for a Gen 
eral Electric or a Dupont. At such 
a point many market operators may 
forget that the lack of professional 
buying may be even more devastat 
ing than heavy selling. 

After all is said, we must remem 
ber that common stocks represent 
an interest in the hopes and fears 
of business. Times are not alway 
rosy and earnings and dividends do 


Mistakes are 


management 


not steadily increase 
made by the _ best 
Unbalanced conditions will occur in 
the economy of the country requit 
ing time to adjust Long term in 
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vesting takes all this into consid- 
eration and expects a_ certain 
amount of bad along with the good 

Mr. Smith laid the ground work 
for an intelligent approach to com- 
mon stock 
equally well to the fiduciary in- 


vestor or to Tom and Mary Jones. 


investing, applying 


It is the human desire to speculate, 
that arises in every era of pros- 
perity, that we must guard against 
If the urge to get rich quick gath 
ers momentum, even the expanding 
horizons of the atomic age and all 
its benefits will not save us from a 
painful period of adjustment. Per 
Federal Reserve Board 
fortitude to act 
promptly and firmly 


haps the 
will have the 
even though 
such action may be politically and 
economically unpopular In the 
final show down it is the investor, 
short term trader and speculator, 
who must exercise restraint An 
other pressure of speculative steam 
may be building up, but it is not 
inevitable that past follies must be 
repeated 

The age of reason has not at 
rived but we can hope, through re 
straint and intelligence to bring it 
one step nearer, 


Nice 
in Gre Company 


AUTOMOBILE 


FIRE & EXTENDED COVERAGE 





new england... 





To All Employees 


Due to increased competition and 
a keen desire to remain in business, 
we find it necessary to institute a 
new policy. Effective immediately, 
we are asking that sometime be- 
tween starting time and quitting 
time-—and without infringing too 
much on the time usually devoted 
to lunch period, coffee breaks, rest 
periods, story telling, ticket selling, 
golfing, bowling, planning of annual 
party and show, crossword puzzles, 
vacation planning, and the rehash- 
ing of yesterday’s TV programs 
that each employee endeavor to find 
some time that can be set aside and 
known as the “work break.” 

Although this may seem a radi- 
cal innovation, we honestly believe 
the idea has great possibilities. It 
can conceivably be an aid to steady 
employment and it might also be a 
means of assuring regular pay- 
checks. Adoption of this so-called 
“work break” plan is not compul- 
sory, of course, but it is hoped that 
each employee will find it conve- 
nient to give the plan a fair trial. 

It is also hoped that those em- 
ployees who may not be in favor of 
taking an occasional “work break” 
will have fully completed their va- 
cation plans, 

Signed, 
Desperately 


Nellie Strikes Back 

(Scene. Time 12-2. Office of 
Agent Alert, highly prized, i.e., 
profitable, representative of the 
Flickering Fire-Conscientious Cas- 
ualty Group. Nellie, girl secretary, 
is slowly disappearing in a morass 
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of endorsements when a handsome 
stranger enters.) 

Stranger: Is He in? 

Nellie: Mr. Alert is attending a 
luncheon of the Purple Ducks. May 
I help you? 

S: When do you expect him? 

N: In an hour. Is there some- 
thing I can do —? 

S: I'll wait a few minutes. How’d 
the Giants make out yesterday? 

N: I haven’t heard. Would you 
like to read the paper while you’re 
waiting, Mr. ? 

S: Okeh. Hohum. 

N: Please excuse me while |] 
finish this work. By the way, 
you’re Mr. ? 

S: The jerks! 

N: (Startled) I beg your pardon. 
Are you Mr. Jarkis? 

S: Oh, those Giants dropped an- 
other one. Whatta ball club. 

N: Oh. 

S: What time is it? 

N: A quarter after. I’m sorry, 

didn’t quite catch your name? 

S: Lovely weather, isn’t it? 

N: (Silence) 

S: Do you have any problems? 

N: About what? 

S: Insurance, of course. I’m with 
the Flickering Fire you know. 

N: (Incredulously) Really? Do- 
ing what? 

S: Special agent. This is my 
new territory, and from what I’ve 
seen of it, I like it, believe me. 

N: Hmmmm. 

S: How long you been here? 

N: Two years. 

S: Where do you come from? 

N: (Silence) 

S: Do you like it here in the 
Village? 

N: Oh, shut up! 


Heard In The Street 


Three lines that are showing 
astonishing growth — insured pen- 
sion funds, group annuities and 
credit life—are, strangely, lines 
that most agents are not interested 
in... Who said: “One day oppor- 
tunity knocked on an 
agent’s door. But, he was over at 
a neighbor’s house telling him a 
hard luck story.” 

For the average retail store you 
just can’t beat the Storekeeper’s 
Liability policy; one flat rate for 
the entire combination of cover- 
ages. ... There’s nothing new in 
the idea of insurance packages, 
we’ve had them for years. 

Insurance is “static” depart- 
ment: (1) a new Automobile Medi- 
cal Payments coverage combining 
basic medical and extended medi- 
cal; (2) a new non-legal liability 
coverage in the amount of $250 for 
physical damage to property under 
the Comprehensive Personal Lia- 
bility contract; and (3) coverage 
under CPL for outboard motors up 
to twenty-five horsepower (form- 
erly ten hp). 

Why is it that agents who are 
out beating the bushes for business 
are the ones who never squawk 
about competition? It’s those who 
are conducting their business a la 
direct writer methods who are rais- 
ing hell with the American Agency 
System. “Mass merchandising of 
insurance” indeed! ‘Modern mar- 
keting methods” in a pig’s eye. 
Contrary to hot opinion, the cold 
fact is: insurance is a business of 
serving people. The more personal 
the transaction, the better people 
like us. And, when people don’t 
like us—we’re in for trouble, big 
trouble. 

Insurance is not a commodity 
like a dozen eggs. It is not a prod- 
uct like a gross of piston rings. 
There is nothing even remotely 
similar in the sale of an insurance 
contract and the sale of a water 
bucket or a pack of cigarettes. 
Those who insist there is a simi- 
larity are fair weather friends. 
They are leading us down the giddy 
path of cost-cutting to the gay hall 
marked “The Public Interest.” 
When the trap is sprung, out pops 
Uncle Sam—beating his breast—to 
save us from ourselves and the 
peepul from, of all things, underin- 
surance. 


actually 
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Life Co. Organization Studied 

Twelve important principles of 
effective organization management 
are included in a new brochure, 
“Life Insurance Company Organi- 
zation,” just published by the 
American College of Life Under- 
writers. 

Authors of the pamphlet are 
Harry J. Volk, vice-president of 
Prudential, and Thomas Allsopp, 
second vice-president of Pru- 
dential. 

The authors have developed the 
subject on a foundation of general 
principles of organization that ap- 
ply to all types of business, and 
then related these general prin- 
ciples to the operation of a life in- 
surance company with particular 
emphasis on the agency depart- 
ment. 


For Further Information Cirele 71 on Card. 


Slide Rule for Short Rating 


A slide rule designed to offer the 
fastest method of computing pro- 
rata and short-rate premiums and 
return premiums under annual 
policies is being marketed by Time- 
slide Co. 

The rule, 12 inches in length, 
counts exact number of days from 
any date to any other date within 
succeeding 365 days, provides four- 
place decimal equivalent of days to 
year (pro-rate percentage factor 
and provides customary short rate 
percentage under annual policies. 

According to the company, the 
sliderule may be used in comput- 
ing unearned insurance premiums, 
interest and discount calculations, 
distribution of fixed charges by 
periods, ascertaining come-up dates 
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in the future, or for any calcula- 
tion requiring the exact number of 
days. 


For Further Information Circle 72 on Card 


Radioactive Detector 

A new means of detecting fire in 
its earliest stages without depen- 
dence on visible smoke or heat for 
actuation has been developed by 
C-O-Two. 
The system involves pre-detector 


Pyrene 


Smoke Activates Detector 
heads, containing a highly sensi- 
tive gas discharge (cold cathode 
tube, plus two independent cham- 
bers, one of which is exposed to the 
atmosphere and the other virtually 
from the atmosphere. A 
minute source of radioactive mate- 


sealed 


rial is mounted in each of these 


For additional free information on one 
or more of these items, detach the reply 
card. Circle on it the number or num- 
bers corresponding to the figures listed 
after each item in which you are inter- 
ested. Fill in the blanks with your name 
and address and drop the card in the 
mail. 

This reply card is not an order blank. 
It merely tells the supplier that you are 
interested in receiving without obligation 
more information about his product or 
publication. 











chambers and the radiation ionizes 
the air in the respective chambers, 
causing it to become electrically 
conductive. 

Each chamber is adjusted to give 
equal voltage when combustion 
gases or smoke are non-existent 
When combustion gases or smoke 
are present the balanced condition 
no longer exists. The chamber ex 
posed to the atmosphere rapidly 
changes its condition causing the 
tube to become electrically conduc 
tive. This in turn operates a relay 
in a space indicating cabinet, if 
used, or the fire indicating cabinet 


For Further Information Circle 73 on Card 


Sound Waves Trap Intruder 

A new system for intruder de 
tection has been announced by Die 
bold, Ine. Called the 


system, it saturates an en 


Ultrason 
alarm 
tire premise from floor to ceiling, 
wall to wall with ultrasonic sound 


These inaudible waves scan 


waves 
the guarded area constantly No 
one can enter, leave, or even move 
in the guarded section without 
“triggering” the alarm 

According to the company, an 
outstanding feature of this system 
is its flexibility for application and 
installation. It can be used as an 


Continued on page 56 
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independent alarm, or as an addi- 
tional “trigger” for Diebold-Mc- 
Clintock burglar and police alarms. 


Vor Vurther Information Circle 74 on Card. 


Two Way Biographical Reference 


The new edition of “Who's Who 
in Commerce and Industry” is said 
to be the only two-way business 
reference tool. This claim is made 
because of a new section, an index 
by businesses which is tied in with 
the biographical section of the book 
by a system of numerical keys. 

The system of keys enables the 
user who wants to know the names 
of the top men in a given company 
to look up the company in the cata- 
log, then follow the keys given to 
the biographical sketches of its ex- 
ecutives, Sketches are of the usual 
type, giving vital statistics, educa- 
tion, marital status and children, 
details of career, civie activities, 
memberships, and home and office 
addresses, 


For VFurther Information Cirele 75 on Card 


1939, 1954 Tax Codes Compared 


A “Comparison of Pension and 
Profit-Sharing Provisions of The 


Internal Revenue Codes of 1939 
and 1954” has been prepared by 
Meyer M. Goldstein of the Pension 
Planning Co. 

Basic provisions of the Codes 
are discussed under such topics as 
qualification requirements, taxa- 
tion of employee annuities, and 
deductions for employer contribu- 
tions. Changes under the House 
Bill giving both restrictive and lib- 
eralizing provisions are noted. A 
section-by-section comparison of 
the two codes is also included, 


For Purther Information Cirele 76 on Card. 


Settlement Options Explained 


Basic principles for the effective 
use of optional settlement agree- 
ments are outlined in a new book 
published by the Life Insurance 
Agency Management Association. 

“The How of Settlement Op- 
tions,” according to its author, 
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Charles K. Reid, II, is designed to 
help the new agent master the prin- 
ciples and practice of settlement 
options both for package sales and 
programming and to serve the ex- 
perienced reference 
manual, 


agent as a 


For Further Information Cirele 77 on Card. 


Mailer Guides Auto Purchaser 


A three-step plan to be followed 
when purchasing an automobile is 
contained in a booklet prepared by 
Central Mutual Insurance Co. The 
piece has been written as a mailer 
to retain policyholders when they 
buy a car and also to attract new 
insureds to the agency. 

The steps suggested include: get 
the loan from your bank, buy the 
car from your dealer, and buy your 
insurance from your friendly local 
agent. 


For Further Information Cirele 78 on Card, 


Tips on Expressway Driving 
“Expressway Driving is Differ- 
ent” is the title of a safety pam- 


phlet published by Allstate Insur- 
ance Co. 

As the booklet emphasizes, ex- 
pressway driving is a different kind 
of driving which should be learned 
by the motorist before he ventures 
on the new, high-speed roadways. 

Driving habits must be adjusted 
to greater speeds. This involves 
several precautions in handling the 
car as well as proper methods of 
meeting situations peculiar to the 
expressway. 


For Further Information Cirele 79 on Card. 


Statistical Services Outlined 


“Methods, Manpower, and Ma- 
chines To Help You Cut Clerical 
Costs” is a booklet prepared by 
Statistical Tabulating Company to 
acquaint the reader with its ser- 
tabulating, calculating, 
typing or supplying temporary 
office personnel. 


vices 


These business operations can 
be carried out on an emergency or 
a regular basis. The calculating 
and typing can be performed in the 
company’s or your own office. 


For Further Information Cirele 80 on Card. 
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The Pyrodome, a completely pre- 
fabricated unit, developed by Wasco 
Products, Inc., is a new fire-control 
device to automatically vent fires 
through the roof of a building. 

When excessive heat occurs, Pyro- 
dome’s fusible link snaps, activat- 
ing a lifting mechanism which 
automatically raises the dome. 
Heat, smoke, and gases then escape 
through the roof. Products of com- 


Device Vents Fire Through Roof 


bustion are drawn through the 
opening and the fire is localized in 
the same manner as in an ordinary 
fireplace. 

According to the company, Pyro- 
dome achieves three major objec- 
tives. It checks the spread of fire, 
allows fire-fighters to see and locate 
the heart of the fire, and dramati- 
cally reduces risk of asphyxiation. 


For Further Information Cirele 81 on Card. 
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Problem of Aging Discussed 

The problem of aging is the sub- NO. 1 OF A SERIES 
ject of a recent issue of “Views and 
Ideas,” published by the Research 
Council for Economic Security, G. 


Sesest So Sete ervice does Pay 








Marvin Bloom, the Council's 
economist, author of the piece, has 
attempted to give a better under- 
standing of the scope and com- Says a Pearl-American Agent in East- 
plexity of the problem of aging. ern Pennsylvania. This is his story: 
Constructive views on the needs of Maintenance by local agents of an office 


. . ting approximately haif th iverage 
the aging are considered: what parsed, LB x apr met ym, Meg PRS aa 
: to t nT T 3 public an M58 his 
they are, what they mean, what is a AF "ahem ~ 4 md vex 
and what can be done to meet them. ne Saturday a chap walked into our office 
3 jf 3 z ° . ut insuring his pickup truck for Fire 
Various kinds of security for the eft and Collision. Our person in charg 
° ““ ° os it too experienced in automobile 
aged—financial, health and “social tte however knew that losses don't 
. . vait and ler ! onvine ry the prospect that he should 
are explored in some detail. Re- pee ao Re snadiinele enaguned with & enue % 
: sihility > Y co > the a ed ad ‘ y iled to the Company. Early Monda 
sponsibility for the older segment a pay ee oe aoe ae a ‘ 


plece o 
of our population is explored paper’ give ol turday was any good, When told that it 
va he ic e pri garage where he tored hi truck had 


ins ind that hi truch had been total 


f 


For Further Information Cirele 82 on Card burned Sur 


‘ay it 
destroyed When he learned that hi ke would be taken care 
ptly tear of joy and gratitude ran down his cheek ble 
hased this pickup truck second-hand fron ey he had 


} ad oar 
Atomic Fire Precautions made us feel good to think that the fact that we had our office 


A technical report on ‘“Radia- disastre 
. P ° " Wie too are 
tion & Monitoring Fundamentals product 
for the Fire Service” has been pub- 
lished by the International As- 
sociation of Fire Chiefs. 
The report supplies education: iE ’ ’ 
rey ipplies educ tional WE BELIEVE 
material to those concerned with the properly qualified “‘Independent”’ local agent can best SERVE the 
e ‘e service > tee insuring public. Unlike the ‘Captive’ agent he is free w utilize the in 
th fir service. Among the topl 5 surance facilities of the world In the present and continuing struggle 
covered are: atomic theory, nuclear between “Independent” and “Captive’’ agents it is important that this 
P it Fac P er P capacity of THE “Independent Local Agent” to SERVE be emphasized 
explosion effects, monitoring in- again and again. This series of twelve actual stories of everyday service 
strumentation, emergency proce- rendered by “Independent” agents ts published in that spirit. Reprints 
. “thy are avatlable without cost or obligation 
dures, and protective safeguards. Pw” 


Diagrams and charts illustrate 
the text matter. 
For Further Information Cirele 85 on Card 
INSURANCE 
EARL \ ERICAN GROUP 


. 
Ads Stress Quality Protection PEARL ASSURANCE COMPANY, LTD 
Se eer) as alle : THE EUREKA SECURITY FIRE & MARINE INSURANCE CO 
A new series of 12 newspaper MONARCH FIRE INSURANCE COMPANY 
advertisements, stressing the value HOME OFFICE: 19 RECTOR ST., NEW YORK 6, N.Y. 


of quality insurance protection, 


Every Pearl-American Agent has at his command the facilities 
of one of the world’s greatest companies. We invite your inquiry 











has been made available by Aetna 
Casualty and Surety Co. for use by 
the company’s agents in local ad- 
vertising campaigns. Use One of These Five Factful Monthly Letters 

Imprinted Especially For You To Create Prestige: 
and have as their theme: “When it NET AFTER TAXES san a BUSINESS SECURITY ae INSURED 
eomen to protection i pays te buy PENSIONS .. . EMPLOYEE BENEFIT PLAN REVIEW sas 

, wach . INSURANCE BUYERS NEWSLETTER 

the best.” Available in either mats Write For Sample Copies 
or electros, the ads come in one or CHARLES D. SPENCER & ASSOCIATES, INC., Publishers 
two column widths and are eight 166 W. Jackson Blvd., Chicago 4, Ill. 





The ads are cartoon-illustrated 





and four inches deep respectively 
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G. B. GOLDMAN PAPER COMPANY 


Fire Hazards in Plastics Purchasers of Paper and Paper Products Damaged Thru 


The National Board of Fire Un- 
derwriters has announced the pub- FIRE—WATER—TRANSPORTATION 


lication of its latest research re- 316 N. 3rd ST. PHILA., PA. 
Continued on page 58 
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DO YOU HAVE A CiIENT WHO NEEDS 


$100,000 


MORE LIFE INSURANCE? 
(But thinks he can't afford it) 


Just show him our non-participating Guaranteed Cost 
Annual renewable term. 


For $100,000 


Annual 
Age Premium 


30 $ 629 
35 691 
40 829 
45 1,065 


Also, non-participating Selected 
Risk Ordinary Life. 


For $100,000 


Age of Annual 
Issue Premium 


30 $1,705 
35 2,020 
40 2,441 
45 2,987 


A simple and complete Selected Risk Ordinary Life sales folder with 
rates, cash values, and a triple-duty sales track and proposal can be yours 
for the asking. 


These policies are a special addition to our complete line of participating 
life plans. 


“Providing sound coverage at reasonable 


cost through competent representatives ¥ 


Interested? We'll be glad to send you complete information and sales 
material, Just fill in coupon, 


GENERAL AGENCY INQUIRIES INVITED 


Please send me your sales material on Non-par 
policies. No obligation. 


Name 
Address 


City 
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Continued from page 57 


port on fire hazards in the plastics 
industry. 

The report, a 
earlier one published in 1946, pro- 
vides essential information on the 
composition and classification of 


revision of an 


plastics, methods of manufacture 
and fabrication of products 


For Further Information Circle 85 on Card 


Repetitive Writing Mechanized 


A portable machine designed to 
mechanize repetitive writing has 


been released by Addressograph- 


Sized for Desk Use 


Multigraph Corp. Known as Ad 
dressograph Model 30, it features 
a recently developed long-life car 
bon ribbon that produces fine-line 
printing and keeps plates, files and 
hands clean. 


For Further Information Circle 86 on Card 


Safety Thru Injury Statistics 

A series of four booklets pre 
pared for tne President’s Confer- 
ence on Occupational Safety on 
how to use injury statistics to pre 
vent occupational accidents has 
been released by the United States 
Department of Labor. 

The titles are: ‘Accident Causes 
“Estimating 
Industrial Accidents,” 
“Investigation of Accidents for 
Cause and Remedy,” and “Work In- 


and Cause Coding,” 


Costs of 


jury Rates.” 


For Further Information Circle 87 on Card 
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$20,000 Whole Life Non-Par 


A new $20,000 minimum issue 
whole life non-participating policy 
has been announc- 
ed by Northwest- 
ern National Life. 

Known as the 
“Whole Life 20,” 
it is a life paid up 
at 90 contract on a 
3 per cent reserve 
basis, and is issued from ages 0 to 
65. The contract includes auto- 
matic waiver of 
standard settlement options and is 
issued up to 500 per cent sub- 
standard. 

Term agreements, such as family 
income, mortgage redemption, or 
additional term may be added and 
the purchaser of the new policy 
may take advantage of the com- 
flexible premium deposit 


premium and 


pany’s 
fund privileges. 


For Further Information Cirele 233 on Card 


Term Reinsurance Rates Lowered 
New one-year term reinsurance 
rates have 
North American Reassurance. 
According to the company, these 
rates are substantially below the 


been announced by 


1950 rates and contain a differen- 
tial between rates for standard 
adult male risks and standard fe- 
male risks. Except at the highest 


ages, rates for standard female 
risks are the same as for standard 
male risks three years younger. 

The rate differential for females 
applies only to standard rates and 
to risks subject to standard rates 
plus a flat extra, either temporary 
or permanent 


For Further Information Circle 234 on Card 


Juvenile Policies Up to $2,000 


John Hancock has 
policies in increased amounts on 
children in New York State under 


announced 


an expanded juvenile program. 

Policies up to $2,000 will be is- 
sued on children for ages six 
months to four and a half. The 
policies will provide one-fourth of 
the sum insured for death prior to 
the insured’s 
months and the full sum 
for death thereafter 


At ages 5 to 14, policies for more 


attaining age s1ix 


insured 
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CHANGES IN 


contracts 


> 


and, policies 


than $2,000 will be issued if appli- 
cant owner carries a_ prescribed 
minimum amount of insurance on 
his own life 


for Further Information Cirele 


Term Policy on Mortgage Balance 

Prudential has announced a new 
ordinary decreasing term policy de 
signed primarily to cover the out 
standing balances of an instalment 
mortgage. It is figured to provide 
a very close fit where the rate is 
six per cent 


The decreasing term 
sued for term periods of 10, 15, 20 
25 and 30 year Minimum initial 
amount of insurance is $5,000 and 
the new policy will be issued at 
ages 20 to 60, except that the dura 
tion of the policy may not extend 
beyond attained age 70 

This policy may be issued at 
Standard, Special A or Special B 
‘ates or with a temporary extra 
premium. 


For Further Information Circle 236 on Card 


Juvenile Limits Increased 
New York Life is now 


policies or 


children for 
amounts in New York sta 


Under the new program, the com 


pany will issue policies on children 
| to 14 years of age for amounts 
up to $2,000. 
cies for more than 


At ages 5 to 14, poli 
2,000 can now 
be issued if the parent carries cet 
tain specified amounts of insurance 
on his own life 

For children under six months of 
age, the company will issue policies 
which will increase to the $2,000 
limit at the end of the first ye: 


For Further Information Circle 247 


Major Hospital Expense 
\ new hospital expense 
been introduced by Pa 
Life 
Called the Major 
Hospital Expense 
Plan, the policy 
will pay 75 per 
cent of hospital 
expense covered 
in the contract, in 
excess Of a deductible 


or 3300. as 


im of $100 
elected, and up to a 
total of $5,000 for any one sickne 
or accident 

Covered expenses include hospi 
tal room and board and miscella 
neou ervices, ambulance charges, 
and private nurse expense incurred 
while hospitalized 


Continued on page 60 











A profitable way to win new friends 
and prospects by the thousands 


. 


ga\ $1.50 


A YEAR 
PER STUDENT 


MORE than 1,500,000 school children were insured under 
American Casuvalty's Student Protection Plan in 1954. This 
year's plan is even better. Learn why agents make comments 
like these: “more enthusiasm was stirred up with this plan 
than anything we have ever worked on”-—and "we're con- 
vinced that the Student Protection program is the greatest 
thing that has happened in the insurance industry for both 
agent and company.” Write for your copy of the Student 
Protection kit today 


(Not available in California, New Jersey, Oregon, South Dakota and Texas) 


American Casualty Company 


READING, PENNSYLVANIA 
Since 1902 











HAIGHT, DAVIS & HAIGHT, Inc. 


Consulting Actuaries 


ARTHUR M. HAIGHT, Presiden: 
INDIANAPOLIS 











Woodward, Ryan, Sharp and Davis 
Consulting Actuaries 
55 Broadway, New York 6, N. Y. 
HAnover 2-5840 








Contracts and Policies 
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Although designed primarily for 
family protection, this plan is 
available also to adult individuals. 


For Further Information Circle 238 on Card. 


Unsatisfied Judgment Coverage 


A policy designed to reimburse 
accident victims of hit and run 
and financially ir- 
responsible drivers 
has been _ intro- 
duced in Pennsyl- 
vania by Farm Bu- 
reau Mutual Auto- 
mobile. 

Called Unsatis- 
fied Judgment, the coverage pays 
the policyholder up to $5,000 for 
injuries received from a driver 
who, though at fault, cannot be 
made to pay damages. It may be 
added to the policyholder’s stand- 
ard auto liability at a small addi- 
tional cost. 

Members of the  policyholder’s 
family are also protected. The 
company will pay as much as $10,- 
000 in the event of injuries or 
death to two or more members of 
the family. Reimbursement is 
made whether family members 
were passengers in a car or pedes- 
trians. 


For Further Information Cirele 239 on Card 


Covers Others’ Property Damage 

The new form of coverage, Phys- 
ical Damage to Property, is now 
available by endorsement to the 
Comprehensive Personal Liability 
policy of Norwich Union and Eagle 
Fire. 

The coverage provides for pay- 
ment for damage to property of 
others and, like medical payments 
insurance, it provides for payment 
of losses regardless of legal lia- 
bility. 

It is available in all states and 
the District of Columbia, except 
Massachusetts, Minnesota and New 
Jersey. 


For Further Information Cirele 240 on Card. 


PLM Announces New Department 
A special department to handle 
all-risk insurance policies—inland 
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marine lines—has been established 
by Pennsylvania Lumbermens Mu- 
tual. 

The new policies, now ready for 
use by PLM agents, include cover- 
age on personal property, furs, 
jewelry, cameras, golfer’s equip- 
ment, contractor’s equipment, cold 
storage lockers, and other personal 
property items. 


For Further Information Circle 241 on Card, 


Contracts & Policies Notes 

New rating plans for both lia- 
bility and physical damage were 
introduced in Florida, Oregon, In- 
diana, Missouri and Washington by 
State Farm Mutual. Rates for 
liability coverage will now be fig- 
ured under a new four-group plan, 
based on age of male drivers and 
pleasure or business use of car. A 
new “Step Down Plan” for compre- 
hensive and_ collision 
drops rates twice for these insur- 
once when the car 


insurance 


ance coverages 
is two model years old and again 
when it is four model years old. 


John Hancock is now prepared to 
consider applications for ordinary 
insurance up to and including age 
70. Applicants ages 66 to 70 will 
be considered on the Life Paid Up 
at Age 85, Ten Payment life, and 
single premium life forms of cover- 
age. Maximum amount considered 
will be $100,000. 


North American Life Assurance 
has announced an overall reduction 
in reducing term rates ranging 
from 10 to 15 per cent and a gen- 
eral revision of level amount term 
rates. 


Equitable Life Assurance has 
lowered rates for group 
medical on an average of about 30 
per cent. 


major 


American United Life has an- 
nounced its entrance into the group 
life field. 
in the group annuities business for 
several years. 


The company has been 


The Atlantic Companies have an- 
nounced that they are now writing 
Homeowners policies in New Jer- 
sey. These include both the Home- 
owners policy A and the Homeown- 
ers policy B. 
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werdict... 


By LUKE A. BURKE 
Member of the New York Bar 


“Burning of a Building” 
Construed 


The case of Pacific Mutual Life v. 
Walt was reported in the April is- 
sue of Verdict. That decision was 
by the Tennessee Court of Appeals. 
It was concerned with interpreting 
a double indemnity clause “in con- 
sequence of the burning of a build- 
ing, provided the insured is therein 
or thereon at the commencement of 


fire... 


Circumstances 


The insured died as a result of 
burns. He was in his room with the 
door locked at the time of the fire. 
His landlady smelled smoke and 
called the fire department. The fire- 
men broke into the room and found 
it filled with smoke but saw no 
flames. The fire was confined to the 
mattress on the bed which did not 
“flame up” until the firemen threw 
it out the window. The insured was 
lying on the floor alongside the bed. 
There was a “scorched place on the 
floor near where he was lying.” The 
building did not burn. 

The Tennessee Court of Appeals 
held that the clause was ambiguous 
and could be construed as meaning 
the burning of a building’s contents 
as well as the building itself. 

After we had reported the deci- 
sion of the Court of Appeals, a de- 
cision came down from the Tennes- 
see Supreme Court which reversed 
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the Court of Appeals, holding that 
there was no coverage for double 
indemnity. The gist of the reason- 
ing is found in these quotations: 

“Applying this rule of construc- 
tion to the language in the contract 
in the case now before us (‘in con- 
sequence of the burning of a build- 
ing, provided the insured is therein 
or thereon at the commencement of 
the fire.’) it seems to us that such 
language is unambiguous and that 
under the facts of the case herein 
the parties certainly did not con- 
tract for double indemnity for an 
injury or an accident arising out of 
such facts. We think that the great 
weight of authority has so con- 
strued this language and that the 
one case hereinbefore cited an ex- 
ception thereto is clearly distin- 
guishable.... 

“In the case at bar, there was no 
burning of the building other than 
the two small areas, one of which 
was described as being about the 
size of a man’s hat and the other 


_ not quite so large, and there was no 


evidence for which even an infer- 
ence could be drawn that these two 
small burned areas could have ac- 
counted for the extensive second 
and third degree burns to the in- 
sured’s back, etc.” 


Regarding “Goldberg vs. 
Colonial Life” 


In the May issue of Verdict we 


reported the case of Goldberg vs. 
Colonial Life (N. Y. Supreme Court, 
Appellate Division, October 18, 
1954. The case concerns itself with 
an alleged ora! contract of life in- 
surance. Due to the limits of space 
we reported only a small part of the 
decision. We have received a com- 
munication from the Colonial Life 
stating that we omitted some of the 
most important facts in the case. 
These facts are stated to be as 
follows: 

“(1) There is no evidence that 
the agent told the applicant he was 
insured upon receipt of a check for 
the first premium. In fact, the evi- 
dence is that the prospect told the 
agent to withhold deposit of his 
check for several days. Further, 
even if the agent had told the pros- 
pect that he was insured, he had no 
authority to do so, as is clearly in- 
dicated in the application itself 
above the signature of the prospect. 
According to the terms of the ap- 
plication, the prospect would have 
been insured from the date of the 
completion of the medical examina- 
tion provided the full premium had 
been paid and provided the applica- 
tion had been approved by the com- 
pany at its home office on the basis 
applied for. 

“(2) Asa matter of fact, the ap- 
plication was never approved at the 
home office of the company, no pol- 
icy was ever issued and the policy 
was never recorded as in force on 
our books. The case was really so 
bad a risk that we did not care to 
consider it ourselves and were nego- 
tiating with a reinsurance company 
to see what basis might be offered 
the applicant for a policy when 
his death was reported.” 


Court Decision 


In the interest of fairness to both 
sides and to prevent any misunder- 
standing, we quote herewith the 
complete decision of the Court: 

“Respondent, a widow, seeks to 
recover $10,000 from appellant un- 
der an alleged contract of life in- 
surance of which she is beneficiary. 
In her first cause she alleges an 
agreement made April 29, 1953, be- 
tween her husband and the appel- 
lant. These are the allegations: Her 
husband went to the office of one 
Max L. Weil, a general agent of the 
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appellant, to purchase a life insur- 
ance policy, and, after considerable 
negotiation, he agreed to purchase 
and Weil agreed to sell a straight 
life policy in the sum of $10,000; 
her husband signed an application, 
was examined by appellant’s doctor, 
who indicated to her husband and 
to the general agent that her hus- 
band’s physical condition was satis- 
factory; the general agent accepted 
a check in the amount of $425.20 
made to appellant’s order as the 
first year’s premium and this check 
was deposited to the credit of ap- 
pellant. Finally it is alleged, on in- 
formation and belief, that thereaf- 
ter and upon receipt by the appel- 
fant of the signed application, the 
prepaid premium and the _ physi- 
cian’s report appellant ‘duly issued 
the said life insurance policy on its 


books.’ 


No Policy 


“Respondent’s husband died on 
May 18, 1953, nineteen days after 
he had applied for the aforesaid in- 
surance. Appellant had never issued 
a policy to the deceased and refuses 
to pay the proceeds due under the 
alleged contract. 

“In her second cause of action, 
respondent seeks to recover on the 
ground of estoppel based upon the 
allegation that appellant’s general 
agent assured her husband that a 
contract had been created, A third 
cause of action has been dismissed 
and need not be discussed herein as 
no appeal has been taken from that 
dismissal. 

“The only conceivable contract 
with the appellant, alleged in the 
first cause, is one between the hus- 
band and the general agent. The ad- 
ditional allegations as to the making 
of a written application to the ap- 
pellant are insufficient to show the 
existence of any other contract. 
There could be no agreement with 
the company until it accepted the 
application for insurance. (Schultz 
& Co. v. Camden Fire Ins. Assn., 
304 N. Y. 148, 147; More v. N. Y. 
B. F. Ins. Co., 1380 N. Y. 537; Corn- 
ing v. Prudential Insurance Co. of 
America, 248 App. Div. 187, affd. 
273 N. Y. 668.) Acceptance by the 
appellant had to be manifested by 
some appropriate act. and such 

Continued on page 64 
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Verdict 


Continued from page 63 


manifestation communicated to the 
applicant. (White v. Corlies, 46 
N. Y. 467.) Of course, the ordinary 
means of acceptance would be de- 
livery of a policy to the insured. 
“In any event, however, there 
had to be a notification to the in- 
sured of such acceptance by the 
insurer, A notation by appellant on 
its books would not be a binding 
acceptance any more than would be 
the words of a man speaking to 
himself. Until acceptance was com- 
him, the applicant 
was free to withdraw his applica- 


municated to 


tion and no mutually binding con- 
tract could be said to have been 
into, New 
York Life Insurance Co., 176 App. 
Div. 813, 816, affd. 227 N. Y. 575; 
Topken, Loring & Schwartz, Ine. v. 
Schwartz, 249 N. Y. 206.) 


entered (Goldstein v., 


Statute of Frauds 


“As to the alleged contract with 
the general agent, the Statute of 
Frauds (Personal Property Law, 
#31, subd. 1) provides that every 
agreement is void unless there is a 
note or memorandum in writing 
and subscribed by the party to be 
charged if its performance ‘is not 
to be completed before the end of 
a lifetime.’ A life insurance con- 
tract clearly comes within the scope 
of this provision. Respondent ar- 
gues to the contrary, contending 
that the provision was enacted to 
prevent assertion of claims against 
the estate of a decedent and that 
therefore it was intended to restrict 
application of the provision to con- 
tracts relating to the lifetime of a 
promisor. Even under such narrow 
interpretation of life insurance 
policy would require a writing be- 
cause the insured is a promisor of 
premiums. In any event, it is now 
beyond dispute that the provision 
means exactly what it says, namely, 
‘a lifetime.’ As stated in Meltzer v. 
Koenigsberg (302 N. Y. 528, 525): 

“*The Statute of Frauds requires 
that an agreement be in writing if 
by its terms performance is “not 
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to be completed before the end of 
a lifetime” (Personal Property Law 
#31, subd. 1). Had the Legislature 
intended the “lifetime” referred to 
to be the lifetime of the promisor, 
the party to be charged, or the life- 
time of any particular person, it 
could easily and readily have so 
provided,’ 


Unenforceable Contract 


“Subdivision 7 of rule 107, Rules 
of Civil Practice, provides for dis- 
missal on motion on the ground 
that the case is founded on a con- 
tract which is unenforceable under 
the Statute of Frauds. The rule 
provides that the motion may be 
made ‘on the complaint and an affi- 
davit stating facts tending to show’ 
the unenforceability. In support of 
its motion and in accordance with 
the rule, appellant submitted an 
affidavit of its assistant secretary 
in which he states that there was 
no writing other than the applica- 
tion of the deceased husband and 
his check. There is no affidavit by 
respondent in opposition to this 
statement. 

“Obviously neither the check of 
the deceased husband, which was 
merely deposited, the aforesaid 
notation on the books of the cor- 
poration, nor the application signed 
by the deceased, singly or collec- 
tively, constitute a written memo- 
randum of a contract signed by the 
party to be charged. There is no 
allegation in the amended complaint 
or showing in opposition to the 





Looks like a good prospect for double 
indemnity. 


motion to dismiss to the contrary. 
It was held in N. E. D. Holding Co. 
v. McKinley (246 N. Y. 40, 44) and 
Crabtree v. Elizabeth Arden Sales 
Corp. (305 N. Y. 48, 54, 57) that a 
memorandum signed by the party 
to be charged must contain the sub- 
stance of the agreement to avoid 
the application of the Statute of 
Frauds. There is no such memo- 
randum present in the case be- 
fore us. 

“The second cause of action re- 
alleges the contents of the first 
cause and in addition it is alleged 
that appellant is estopped from 
asserting that no contract of in- 
surance was made because the gen- 
eral agent Weil told the deceased to 
consider himself insured for the 
principal amount. It is also further 
alleged that up to the time of the 
husband’s death, nineteen 
after the foregoing assurance, ap- 
pellant had not rejected the insur- 
ance, whereas if it had rejected the 
insurance, the husband would have 
been able to place the insurance 
elsewhere. 


days 


Oral Contract 


“This second cause is insufficient. 
The representation of Weil to the 
deceased that he was to consider 
himself insured adds nothing to the 
allegation in the first cause, which 
is to the effect that the general 
agent entered into an oral contract. 
This apparently was a mutual mis- 
take of law with respect to the effi- 
cacy of an oral contract. Estoppel 
cannot be invoked where each of 
the parties had equal means of 
knowledge of the unenforceability 
of the contract. (New York Life 
Ins. Co. v. Rees, 19 F. 2d 781, 784.) 

“Whatever different result might 
ensue if fraud or intentional mis- 
representation had been alleged, or 
rescission or reformation sought, a 
contract void for lack of writing 
cannot be regarded as valid merely 
because the parties believed that it 
was valid at the time they entered 
into it. The fact that the appellant 
did not reject the application adds 
nothing whatever to this claim of 
estoppel as set forth in the second 
cause, 

“In consequence the second cause 
of action should be dismissed.” 
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What Summer Slump? 


Continued from page 31 


23. More money is needed to- 
day than your present insurance 
provides. 


24. A few uses of Business Life 
insurance: to replace capital, i.e., 
to amortize bonds; to protect 
creditors; to invest surpius; to 
indemnify for loss of key men and 
keep 
control; and to make stock pur- 


women; to help survivors 


chase agreements, pension plans 
and other employee benefit plans 
realistic and practicable. 


25. The hottest idea in many a 
Group year is “Paid-up values.’ 
Each year the employee’s contri 
bution is used for the purchase of 
a unit of Paid-up insurance, while 
the term insurance purchased by 
his employer decreases in a like 
amount. This new wrinkle is in- 
teresting to employers, employees, 


agents and companies. Why not? 
Everybody benefits. 


interested in 
Who 


26. Women are 
quality and a fair price. 
isn’t? 

27. There’s business in Busi- 
ness. In your community there are 
a number of firms employing from 
one to one hundred persons. You 
may already have prestige with 
the man who can say “yes.” The 
business dollar is usually avail- 
able for any sound business sug- 
gestion. This is not so often the 
case in the personal Life market 


28. Most 
gaged in advance for a home, a 
car, a TV, 
premiums and other acquisitions 
When a 
breadwinner suffers a disability 


paychecks are mort- 


furniture, insurance 


paid for in installments 


for even one month, savings for 
one full year are lost. A man’s 
primary need is disability protec 
tion; his fourthary need is hos 


ind medical insurance 


29. Don’t let prospects buy 


- 2 eee mmm = Se i. cael ied - -_ 


. : 


NATIONAL CASUALTY 


Everybody falls in line behind the sound 
protection of National Casualty—the fin- 
est in Disability Income, Hospitalization 
and Surgical coverages for the Individual, 
Family, Franchise or True Group case. 
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Heading The Parade 
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down to minimum wants. Show 
them why it’s good business for 
them to buy up to maximum needs 
30. There’s a great tendency 
these days to undersell actual 
needs. Why? Well, for one reason, 
when a man buys freely, that is, 
when he serves himself, he thinks 
and buys in very limited terms 


31. The greatest source of po- 
tential future criticism of today’s 
operation of the insurance busi 
ness is our failure to give service, 
our neglect in guiding people and 
in helping them. Let us not make 
our business so mechanical that 
we lose sight of the people who 
make the whole thing possible. An 
insurance transaction is a matter 
of no small concern to a client 
or to his widow and children 
There's 


it. In insurance at least, 


nothing “automatic” about 
self-ser 
vice is no service, Because people 
deeply desire recognition and pet 
sonal attention—and will pay fo 
it handsomely—vyou have, in to 
day’s market, unparalleled oppor 


tunity. 
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Variables for Pensions 


Continued from page 25 


In 1948 the Keystone Stee] and 
Wire Company introduced a com- 
pany-financed plan under which 
pension payments vary in relation 
to changes in the cost of living. 
tenefits are based on term of ser- 
vice and an average “ten best 
years” income. Provision is made 
for semi-annual revision of pay- 
ments on the basis of the Bureau 
of Labor Statistics’ Consumer 
Price Index of December, 1947. 


Newer Plan 


A newer formula that also ties 
pension payments to the cost of 
living has been developed by Na- 
tional Airlines, The non-contribu- 
tory plan, which includes social 
security, provides for retirement 
between the ages of 65 and 68. 

The employee's base pension 
figure is computed by means of a 
two-year moving average based 
on the Consumer Price Index. This 
average figure is the employee's 
“cost of living base figure.” 

After the employee has retired, 
his status is checkéd against the 
BLS index each six months and 
benefit rates are adjusted accord- 
ingly. No change is made in the 
pension payment unless the varia- 
tion in the pensioner’s cost-of- 
living base figure exceeds a range 
of from 90 per cent of the base to 
105 per cent of base. 

The plan also carries another 
limitation as an added safety pre- 
caution. It provides that no sixth- 
month adjustment will be for an 
amount greater than 5 per cent of 
the monthly pension amount that 
was payable during the period 
immediately before the date of the 
adjustment. 

Another approach to the prob- 
lem of inflation and benefit pay- 
ments is contained in the pension 
plan of the Teachers Insurance 
Annuity Association. The TIAA 
was incorporated under the New 
York state insurance law in 1918. 
Originally it was set up as a 
philanthropic foundation, drawing 
funds from the Carnegie Founda- 
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tion and servicing the pension re- 
quirements of university staffs. 
In 1938 a special act of the New 
York legislature authorized a self- 
perpetuating membership corpora- 
tion to which the Carnegie stock 
was transferred. TIAA, however, 
remains non-profit; it offers its 
services to all non-profit colleges, 
universities, and similar institu- 
tions. 
finalizing its present 
plan, the association made an in- 
tensive study of the relationship 
between fluctuations in the cost 


Jefore 


of living and common stock in- 
dexes. It found a close correla- 
tion. 

The TIAA plan has two parts: 

1. The conventional fund, which 
has been in existence for many 
years. This provides pensions in 
fixed amounts based on earnings 
and service. 

2. The College Retirement Equi- 
ties Fund, established under a 
special act of the New York state 
levislature in March, 1952. The 
equities fund is invested in com- 
mon stocks. It provides income, 
not in fixed-dollar amounts, but 
instead in units, or shares, pay- 
able each year for life starting at 
retirement. 

Initially an arbitrary dollar 
value is placed on the unit. There- 
after the dollar value of each par 
ticipant’s share is determined on 
the basis of the fund’s dividend 
income, any profits or losses, and 
any changes in market value of 
the investment, 

As the market value of the in- 
funds 
creases, so also do its payments 
to the participants, The TIAA has 
obtained a tax ruling that this 
variable annuity can meet the 
“definitely determinable benefit” 
requirement for qualified pension 


vested increases or de- 


plans. 

The plan also makes use of the 
dollar-averaging concept in the 
purchase of stocks. More shares 
of stock are bought at low prices 
than at high. This provision is 
intended to avoid the danger of 
concentrated stock purchases 
when exceptionally 
high 

The conventional part of the 
TIAA plan assures a certain basic 
dollar income. This is designed 


prices are 


to protect the participant against 
periods of deflation. The equity 
portion of the plan assures a basic 
purchasing power, thus providing 
a hedge against periods of infla- 
tion. 

Participants may allocate to the 
equities fund as much as 50 per 
cent of their total contributions. 
More than half of all the colleges 
cooperating in the TIAA program 
have agreed to participate in the 
College Retirement Equities Fund, 
and 90 per cent have elected to 
allocate one-half of their total 
premiums. 

Many industrial companies, 
while carefully following reports 
on the TIAA program, have been 
hesitant to adopt a plan of this 
type. The technical problems in- 
volved, the fluctuations in bene- 
fits, and the administrative diffi- 
culties have combined to make 
them cautious. 


Early Group Annuity 


One of the first to sponsor a 
plan for equities investment as 
part of the pension benefit was 
the Long Island Lighting Com- 
pany. It has had a group annuity 
plan since 1937 

As the cost of living increased, 
Long Island made supplemental 
adjustment payments. Then the 
company and its local unions 
worked out an equity annuity plan 
effective as of Jan. 1, 1952. The 
equity-financing part of the plan, 
which is non-contributory, is in 
addition to the older contributory 
group annuity plan and to social 
security. 

The contributions of employee 
and company to the group annuity 
plan, which are handled by a large 
insurance company, are used to 
purchase the fixed-dollar annuity. 
The company’s contribution to the 
equity annuity plan, which is paid 
to a bank as trustee, is invested 
in diversified common stocks and 
other securities under the direc- 
tion of a special investment com- 
mittee of the company. 

Retirement income in the equity 
annuity plan is credited to em- 
ployees in units instead of dollars. 
These units represent a share in 
the market value of the common 
stock fund. 

In its booklet outlining the plan 
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tu employees, Long Island Light- <5 Fi Yip) nhs 
ing Company gives its answer to DPUxve (ied = 
the inevitable question, “‘Doesn’t — - 
this plan mean that the retire- i] ATIO 
ment money in the equity plan is 

to play the stock market?” 


HOME OFFICE 
CHICAGO 6 


Says the utility, most of the 
equity-plan money does go into 
equities, including common stock, Sener ANFO 
but this is not the same as “play- Cestern Deportment.. 


ing the market.” The program is PHILADELPHIA ILLI NOIS FIRE 


not speculative, and there is no Pacific Coast Department... hriiieilitas Company 
trading on margin. Since pur- SAN FRANCISCO a ; : 
chases are long-range, there are Deve and o Jllid LW 
no forced sales of stocks. Addi- 

tional safeguards are investment 

in many companies in different in- 

dustries and investment at various ADVERTISING 

times using the dollar-cost aver- PICTURE POST CARDS 

aging priciple. Ask for samples. C. L. Manning, 

A program initiated by Post P.O. Box 392, Springfield, Illinois 

and Lester Company demonstrates 
that this principle may also be 
applied to the retirement prob- FOR YOUR CONVENIENCE 
lems of small business. When this The reply cord on poge 86 of this issue can be used with two depertments— 
plan was established, employees Products and Services, page 55 und Contracts and Policies, page 59. 


numbered about 30, 17 of whom By circling the appropriate number on the card the reader may obtain 
were eligible for participation. additional information about any numbered item. No postage is required for 


a ; ili this handy re t f dat 
The company contributes about 10 mai ng is an y reques or more ata 


per cent of its pay roll to the 
plan. The dollar annuity portion 





is funded by a group annuity con- 


tract issued by an insurance com- THE OLDEST INSURANCE 
pany; the equity portion is in- COMPANY IN THE WORLD the 


vested in mutual funds. A 
MERICAN 


Allow Fluctuation APPRAISAL 
Chemstrand Corporation and company 


Kidder, Peabody and Company 
leader in property valuation 


have also established plans mak- 
Home Office: Milwaukee 1, Wis 


ing use of common stocks to pro- 
vide a fluctuating income for pen- 
sioners. 55 FIFTH AVE., NEW YORK 

Although these plans are a de- 
parture from traditional types of 
financing, they are in harmony 
with the growing trend toward 
adding profit-sharing and thrift WOODWARD and FONDILLER, Inc. 
plans without disturbing pre- 
existing annuity systems. While 
these super-imposed plans differ Insurance Accountants 











Consulting Actuaries 


in detail, many of them allow for New York Los Angeles 
greater investment in common 
stocks. 








All of the equity annuity plans 
adopted by the business firms 
named above follow the usual FRANK M. SPEAKMAN 
benefit pattern for dollar annui- Consulting Actuary 
ties; the same percentage of re- 
tirement income is provided each 


Associate 
E. P. HIGGINS 


year for all employees no matter THE BOURSE PHILADELPHIA 
Continued on page 68 
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Meet Your New Partner !! 


Yes, a partner, and not a silent partner either! If fire insurance is all 
or part of your business you can rely on this fellow to advise you 
about any underwriting or inspecting job which comes your way. 


He's simply loaded with “plain talk.” diagrams and illustrations to 
make your job easier, faster and more efficient. Furthermore he can 
explain in detail the fire risks involved in over 7600 operations. All 
this he will do in simple, non-technical language you can understand. 


lf you haven't guessed by now, his name is FIRE INSURANCE INSPEC- 
TION AND UNDERWRITING. He's the Seventh Edition of a great series. 
To find out all about him and how he can be a real partner in your 
work just fill out and return the coupon below. 





Don't 


THE SPECTATOR, 56th & Chestnut Sts. Delay 
Philadelphia 39, Pennsylvania 


Please send me complete data on 








FIRE INSURANCE INSPECTION AND UNDERWRITING 


NAME 
ADDRESS 


Variables for Pensions 


Continued from page 67 


what their age. CREF, like TIAA, 
follows the “money purchase” pat- 
tern; the employer puts in the 
same percentage of pay for all 
employees, which means, of 
course, that more retirement in- 
come is provided each year for 
young employees than for older 
employees. 

Several investment trusts have 
developed plans under which bene- 
fits are both fixed and variable. 
Because such trusts cannot grant 
life annuities or make provisions 
for settlement options, payments 
are made by liquidating a fixed 
number of stock fund shares. 


More Risk vs. Value Rise 


Advocates of the equity type of 
pension plan grant that really 
conclusive data concerning com- 
mon-stock performance are lack- 
ing. They add that the heart of 
the pension problem is our inabil- 
ity to make really conclusive pre- 
dictions of any kind over periods 
as long as those involved in pen- 
sion planning. Conceding that 
equity annuities involve more risk 
if the pension objective be stated 
as a fixed number of dollars, they 
say that putting part of the pen- 
sion money into an equity annuity 
greatly reduces the risk that the 
plan will fail to produce the ex- 
pected purchasing power. 

Other advantages claimed for 
the equity annuity type of plan 
are as follows 

1. Such plans broaden the own- 
ership of common stocks and thus 
strengthen the free enterprise 
system. 

2. They help to free industry 
from dependence on government 
in the form of increases in social 
security. 

3. By adding to the stream of 
available investment capital, such 
funds not only help satisfy the 
needs of established blue-chip 
companies but also ease the com- 
petition for the investor’s dollar 
that has made expansion difficult 
for many young companies. 
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Q. What companies write this 
Floater? 
A. Inland Marine. 


Q. How is it written? 


A. As a separate policy. 


Coverage 


Q. What does this form provide? 

A. This policy combines eight 
Floaters into one contract, it in- 
sures as to: 

(1) perils, all risk of loss or 
damage to property except for 
specified exclusions. 

(2) Property may include: sil- 
verware, silver plated ware, gold 
ware, gold plated ware and pewter 
ware; golfers equipment and the 
following scheduled property: jew- 
elry; fur and garments trimmed 
with or consisting principally of 
fur; cameras, projection machines, 
films and articles of 
thereto; musical in- 
struments and equipment, stamp 


equipment 
pertaining 
and coin collections; fine arts. 

All the property owned by the 
assured or in his care and custody 
or members of his family residing 
in the same household. 


Exclusions 


Q. What are the exclusions? 
A. As this is a 
form it 
exclusions found in the individual 
Floater forms that make up this 
contract 


combination 


policy contains all the 


The usual limitations of 
wear, tear, gradual deterioration, 
moth, vermin, inherent vice, war 
and acts of war apply. 

Special conditions apply to: 

1. Musical instruments—none of 
the instruments may be played 
for remuneration during the policy 
term unless permission is granted 
by rider. 

2. Silverware items cannot in- 
clude pens, pencils, flasks, smok- 
ing implements or articles of per- 
sonal adornments (these items may 
be included under the jewelry sec- 
tion, at the higher rates.) 


Rates 


Q. What are the rates for this 
Floater? 

A. The rates and premiums ap- 
plicable to the individual forms 
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coverages 











Personal Articles Floater Policy 


comprising this Floater are 
charged. (See reference to recent 
rate reductions applying to musi- 
cal instruments, cameras and sil- 
verware Floaters as reported in 
the April issue of THE SPECTATOR. ) 
A single minimum premium ap 
plies, the highest for any of the 
forms included in this Floater 
The Trend Toward Combination 
Policies 
Articles Floate 
is another indication of the trend 
This 
include eight indi 


| he Per sonal 


toward combination policies 
contract can 
vidual Floaters or be limited to 
any one form though of course it 
would be senseless to issue this 
policy unless a number of cover 
ages were included. 
The eight Floaters 
Fur, Camera, Musical Instrument, 
Golfers, Arts, 


Stamp and Coin collections 


Jewelry, 


Silverware, Fine 


Automatic Coverage 
An important feature of the 
Articles Floater is the 
30 day automatic coverage apply- 
ing on newly acquired property. 
This 


property as jewelry, watches, furs, 


Personal 


extension applies to such 
cameras and musica! instruments 
but only if such property is in- 


cluded within the scope of the 


policy itself. A pro rata additional 


premium will be charged until 


expiration, this extension being 
limited to 25 per cent of the 
amount of insurance applying on 
the same class of property subject 


to a maximum of $10,000.00 


No "Pick-up" Provision 


Unfortunately this Floater pol 
icy makes no provision for pro 
rata cancellation of separately 
written forms that comprise this 
contract. Nor is there a pick-up 
endorsement available that would 
automatically absorb these forms 
as they expire. The producer should 
diary the expirations of any 
Floaters the assured may wish to 
add to this contract, to expire with 


4 
; 


Eliminates Detail 


Articles Floater 


eliminates the detail of issuing a 


The Personal 


number of separate policies to the 
same assured with the added task 
of separate billing, delivery and 
There may be one 
disadvantage, 


collection 
serious however; 
while this Floater is made up of 
a number of individual forms the 
assured might cancel the entire 
contract to discard one or two 


coverages 
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NAIC’s Actions 


Continued from page 16 


however, decided to give the 
NALU 60 days to furnish a brief 
and the NALC another 60 days to 
answer. 

The Blanks 


turned down on its proposal to in- 


Committee was 


clude in the annual statement re- 
ports on the number of accident 
and health claims. Also there was 
no sentiment for inclusion of a 
Schedule O which would have set 
up reserves for extended coverage 
insurance somewhat on the plan 
of Schedule P for liability insur- 
ance, 

While it is true that there was 
no affirmative action on anything 
other than the accident and health 
C, effort 
to encroach in state supervision, 


advertising and the I. C. 


the Committee did a great job in 
eliminating from the agenda a lot 
of topics which had long since be 
come 
many other subjects was delayed 


passe. Consideration of 
until the December meeting in or- 
der to give new commissioners a 
chance to become acquainted with 
the problems of their office. 


Most Important States 


It must be borne in mind that 
the new commissioners only 
eight in number—came from the 
most important states insurance- 
wise, including California, Con- 
necticut, New Jersey, New York, 
Pennsylvania, as well as Alabama, 
Oklahoma and Delaware. The new 
introduced were: 
L. L. Gwaltney, Jr., Ala.: F. Brit- 
ton McConnell, Calif.; Thos. J. 
Spellacy, Conn.; Harry S. Smith, 
Del.; Chas. R. Howell, N. J.; Lef- 
fert Holz, N. Y.;: Joe B. Hunt, 
Smith, Pa. 
Later they and several co-execu- 


commissioners 


Okla.; and Francis R 


tives were honored by being com- 
missioned Admirals in the Ne- 
braska Navy, 

Donald Knowlton, in his presi- 
dential suggested the 
more equitable 
system in the distribution of the 
expenses of the Security Valua- 
tion Office, Mr. Knowlton warned 
against the hasty action on bills 


address, 
possibility of a 
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permitting the issurance of vari- 
able annuity contracts. He be- 
common pattern 
should be established before is- 
suance across state lines and sug- 
gested that the Association make 
a thorough study of this new line 
of underwriting. 

“Probably the most serious cur- 
rent problems which this associa- 
tion has to face,” he continued, 
“are those pertaining to the en- 
croachment on state supervision 
by the federal government.” Com- 
Knowlton listed five 
specific instances in which this 
threat of federal supervision 


lieves that a 


missioner 


arises. 

“1, Threat of supervision by the 
Interstate Commerce Commission. 
The Interstate Commerce Com- 
mission proposes to amend its reg- 
ulations governing the qualifica- 
tion of insurance companies to 
write insurance on interstate mo- 
tor carriers. The amendments pro- 
posed permit the commission, be- 
fore giving its approval to an 
insurer, to consider the length of 
time it has been in business, the 
ability of its management, its abil- 
ity to pay claims, the ratio of 
premiums to surplus, its expense 
ratio, whether or not its invest- 
ments are liquid, and whether its 
reinsurance is satisfactory. The 
insurer will be asked to file an 
annual statement, and the Com- 
mission will be given the right to 
examine the company at the com- 
pany’s expense. 

“2. Uninsured pension 
and union welfare funds. An in- 
vestigation of abuses in connec- 
tion with the management of 
these funds is being made by a 
sub-committee of the Senate La- 


funds 


bor Committee under the chair- 
This 
committee has issued an interim 


manship of Senator Ives. 
report blaming employer manage- 
ment, labor, and the insurance 
industry for the abuses it found to 
exist, It indicated the possibility 
that federal legislation would be 
adopted controlling the operation 
of these funds.... 

“3. Federal health reinsurance. 
Most of you know that a new bill 
has been introduced in Congress 
Most of the 
amendments offered by your com- 
mittee are incorporated in the new 
bill, which probably now offers as 


on this subject. 


much protection to state super- 
vision as it will be possible to get. 
It is still a modified form of inter- 
vention by the federal government 
in the field of private enterprise, 
and the question still exists as to 
whether the legislation is needed 
or performs any useful purpose. 
“4. Tie-in sales of credit life 
and accident and health insurance. 
An investigation of the sale of 
life and accident and health in- 
surance in connection with loans 
is being made by a sub-committee 
of the Senate Judiciary Committee 
on tie-in sales of credit insurance 
small 
and other transactions, headed by 
Senator Langer. This sub-commit- 
tee has issued an interim report. 
The report 
question of the effectiveness of 


in connection with loans 


definitely raises the 


state regulation in this field. 

“5. Federal Trade Commission. 
This meeting will have before it 
a report of the special committee 
to explore the jurisdiction of the 
Federal Trade Commission. This 
committee concludes that at the 
present time there is a limited 
area in which jurisdiction in the 
Federal Trade Commission exists 
due to the failure of some states 
to pass legislation sufficient to 
preserve state jurisdiction, but it 
also concludes that it is not too 
late to pass such _ legislation. 
Therefore I urge that a committee 
be appointed or a sub-committee 
authorized to vigorously press for 
the enactment in all states of the 
legislation recommended by the 
committee and to assist the com- 


missioners in any way possible... 


A Company Matter 


“While the question of 
this Association should do about 


what 


fair trade practice rules and regu- 
lations will come before this meet- 
ing, for my own part I do not feel 
that we should be a party to any 
application to the Federal Trade 
Commission to set up such regu- 
lations. The companies involved 
in the complaints already brought 
and the which fear 
complaints will be brought against 
them have, of course, the right to 
make their own appraisal of the 
predicament in which they find 
themselves. If they feel it is in 
their best interest to 


companies 


concede 
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jurisdiction over the question of 
what is false and misleading ad- 
vertising, they have a right to de- 
termine this question in the light 
of the circumstances which affect 
them. However, I conceive it the 
duty of the National Association 
of Insurance Commissioners to 
take every possible step to pre- 
serve state regulation. 


One Aim 


“The aim of both the state com- 
missioners and the Federal] Trade 
Commission and the end sought 
to be accomplished is the same, 
namely the protection of the pub- 
lic. If an understanding could be 
reached between the state regula- 
tory authorities and the Federal 
Trade Commission that both bod- 
ies have the same aim and their 
object should be to prevent fu- 
ture violations of the ethics of 
advertising rather than prosecute 
unknown and unintentional viola- 
tions, I believe it would be possi- 
ble to solve this problem without 
damage to the insurance industry 
and within the intent of Congress 
that state supervision of insur- 
ance should be preserved.” 

The Association then went on to 
condemn the proposed revision of 
rules by the Interstate Commerce 
Commission, which would expand 
that bureau’s interest in insurers 
covering motor carriers to include 
separate examinations and juris- 
diction over management, invest 
ments, expenses, surplus and re- 
insurance. The I. C. C. to do this 
proposes to revise Section 174.8 
of Title 49 of the Code of Federal 
teyulations. 

This intent by the commission 
was brought to light in Arizona. 
It was referred to Chairman Sulli 
van of Zone 6 who promptly mar 
shalled forces and obtained as- 
surance from prominent Washing- 
ton officials including Chairman 
Mitchell of the I. C. C. that no 
further action in that direction 
would be attempted by the I. C. C. 
staff. 

The resolution also requested 
that the Senate and House Com 
mittees on Interstate and Foreign 
Commerce of the Congress of the 
United States of America inquire 
into the attempts of the staff of 

Continued on page 72 
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As of December 31, 1954, as reported to the Department of Insurance, State of Ulimais 
All bonds amortized. Stocks at book value, which is less than market value 


ASSETS 

Cash in banks $ 4,108,510.68 
U. S. government bills, certificates and notes 20,534,669.62 
U. S. government bonds 23,979,963.27 
State, county and municipal bonds 3,503,787.99 
Public utility and other bonds 1,361,732.77 
Stocks 540,950.06 
First mortgage loans on real estate 75,709.07 
Premiums in transmission 4.531,107.02 
Accrued interest and other assets 727,424.93 

Total assets $58,363,855.41 


| LIABILITIES 


4 
Z 
4 


% 


Reserve for losses and adjusting expenses $29,688,131.00 

Reserve for unearned premiums 12,935,912.00 

Reserve for taxes expenses and reinsurance 4,517,338.16 

Reserve for dividends to policyholders 4,222,474.25 

Reserve for portfolio fluctuation 500,000.00 

Reserve for contingencies $00,000.00 
Total $51,564,855.41 

Capital stock $4,000,000.00 

Net Surplus 4,000,000.00 

Capital stock and surplus $ 7,000,000.00 
Total $58,363,855.41 


Securities carvied $3,103,783.16 in the ve statement are deposited as required by lau 


LN meucan MOTORISTS INSURANCE COMPANY 


James S$. Kemper, chairman Hathowey G Kemper prewdent 


Chicago 40 


BRANCHES IN. ATLANTA BOSTON . LOS ANGELES . NEW ORLEANS . NEW YORE 
PHILADELPHIA. SAN FRANCISCO. SEATILE . SYRACUSE .TORONTO. VAN WERT OHIO 











NAIC’s Actions 


Continued from page 71 


the I. C, C. to regulate insurers 
of motor carriers which are al- 
ready regulated by the insurance 
departments of the several states. 

The Association by resolution 
endorsed the policy of the L. C. C. 
expressed by Chairman Richard F. 
Mitchell to Senator Warren C. 
Magnuson, wherein he stated his 
belief that state officials and not 
the I. C, C. should regulate in- 
surance, 

The Association also requested 
that the Interstate Commerce Com- 
mission modify and amend Title 
19, Code of Federal Regulations, 
Part 174, to provide explicitly that 
insurance companies properly ap 
proved by State Insurance Depart- 
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American Equitable Assurance Company 
of New York 


Organized 1918 


Globe & Republic Insurance Company 


of America 


Mutual of Omaha is no stranger in the American home. 
Established 1862 


Its name is a household word . . . its story has been told 
countless times in national radio programs, national tele- 

Merchants and Manufacturers Insurance vision, magazines, newspapers and by mail. Its representa- 
Company of New York tives have been “introduced” by famous TV stars and 
Organized 1849 radio personalities. Folks feel that they know the Mutual 

of Omaha man even before he calls, and “live leads” are 
opening thousands of doors. Mutual of Omaha is the largest 
exclusive health and accident company in the world, and 
has paid more than 630 million dollars in benefits. If you 
are interested in joining the “Pace-Setter,” now's your op- 
portunity, Write today to Agency Dept., Mutual of Omaha. 


MUTUAL BENEFIT HEALTH 
& ACCIDENT ASSOCIATION 


| Home Office: OMAHA, NEBR. 
Canadian Head Office: 
TORONTO 
Vv. J. SKUTT, President 


New York Fire Insurance Company 


incorporated 1832 


Corroon & Reynolds, Inc. 


MANAGER 
92 William Street, New York 38, N. Y. 
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Dig...that crazy driver! 


Speeding, jumping lights, cutting corners, passing on curves, 
mixing driving with drinking... he needs his head examined. He’s going 
places, all right ... without looking where. He and his kind will 
take the lives of thousands of other drivers, helpless passengers and pedestrians 
this vear. It’s crazy... and unnecessary. Use a little courtesy. Stick to the 
rules of the road. You'll live longer. Remember: The wheel of your 


car is a wheel of chance. Handle it with care. 


MARYLAND CASUALTY COMPANY 


Baltimore 3, Maryland 


Poster size reprints of this advertisement will be mailed on request. 





| =1 Od 3) a 


y ‘ey 


FRREINSURANCE, TOO, 
is a necessity, contributing to 
the strength and essential service 


of the insurance industry. 


GENERAL REINSURANCE GROUP 


Largest American multiple line market dealing exclusively in Reinsurance 


GENERAL REINSURANCE NORTH STAR REINSURANCE 
CORPORATION CORPORATION 

Casualty Fidelity urety Fire « Inland Marine 

Accident & Health Ocean Marine 


Home Office: 90 JOHN ST., NEW YORK 38, N. Y. | Vidwestern Dept.: 1012 BALTIMORE BLODG., KANSAS CITY 5. MO. 





